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HEARST CORPORATION 


UP SIidtariwes 


® 

“WORLD'S LARGEST PUBLISHERS 
OF NEWSPAPERS AND 
MAGAZINES” 


Publications of 
THE HEARST CORPORATION 


and its subsidiaries 


NEWSPAPERS: 


"Wraltonals save us $275,700 a year... 


return 64% annually on investment.” 
—THE HEARST CORPORATION, New York 


“Due to the vast amount of accounting work 

of newspapers and 
1 high-speed, modern 
accounting system. National Accounting Ma- 
chines meet this need 


entailed n the public 


magazines, we requ 


‘We purchased our first National 27 years 
aao. We have now invested $430,909 in 
Nationals. We estimate they save us about 
64% annually on our investment. 

“Our Nationals not only save time directly, 
but have effected additional savings through 
ease of operator training, improved opera- 
tor morale, reduced operator turn-over, and 


on-time statistical information we require. 
“We use our Nationals for accounts pay- 
able, accounts receivable, payroll, social se- 
curity reports, general ledger, as well as 
other accounting reports. 

“The versatility and dependable service made 
it possible for us to extend our use of 
Nationals as time went on and new models 
were developed.” 


POP fee 


G. O. MARKUSON, 
Vice President & Treasurer The Hearst Corporation 


Albany Times-Union 
Baltimore News-Post 
Baltimore American 
Boston Record 
Boston American 
Boston Advertiser 
Detroit Times 
los Angeles 
Examiner 
los Angeles 
Herald & Express 


Milwaukee Sentinel 
New York 
Journal-American 
New York Mirror 
Pittsburgh 
Sun-Telegraph 
San Antonio Light 
San Francisco 
Call-Bulletin 
San Francisco 


Examiner 


Seattle Post-Intelligencer 


SUNDAY SUPPLEMENTS: 


The American Weekly 
Puck: The Comic Weekly 


MAGAZINES: 


Good Housekeeping 
House Beautiful 
Harper's Bazocoar 
Cosmopolitan 

Town & Country 
American Druggist 


Pictorial Review 
Pictorial Living 


Motor 

Motor Boating 
Sports Afield 
Popular Mechanics 
Science Digest 
Bride & Home 


New Medical Materia 





In any business, National machines will pay for themselves with the money they save, then continue savings as annual 
profit. Your nearby Nationa! mon will show how much you can save. (See the yellow pages in your phone book.) 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


1,039 OFFICES IN 121 COUNTRIES 75 YEARS OF HELPING BUSINESS SAVE MONFY 





INn BUSINESS THIS W E E K Janvary 31, 1959 


GENERAL BUSINESS PLUMPING FOR FASTER GROWTH. Sen. Paul Douglas will lead Joint Eco- 


nomic Committee in assault on Eisenhower views of inflation and economic growth. . 


Page DEFENSE SPENDING IN A TIGHT-PURSE YEAR. The Administration 
BUSINESS OUTLOOK 19 tries to hold the line against a rising attack from the Democrats in Congress 


WASHINGTON OUTLOOK 37 ONE MERGER OUT, ANOTHER UP TO BAT. While Bethlehem and Youngs- 


INTERNATIONAL OUTLOOK town junk their plans, two smaller steelmakers talk marriage 
PERSONAL BUSINESS 


THE TREND HOW STEEL COMPANIES LINE UP. The rankings of top companies... . 


eas aaa U.S. GROWS AN EDUCATED PALATE. Gourmet rage spreads from Park 


READERS REPORT Avenue to grass roots—and gourmet food purveyors smile happily 
GAS STARTS TO CROSS THE OCEAN. Pioneer liquid gas tanker loads 


for voyage that could start a petroleum industry revolution 


JETS AND JUNKETS BOOST TRAVEL. Businessmen are pushing trans- 


atlantic traffic to a winter record. Sun and ski resorts are doing well, too 
BUY-AMERICAN FUSS BUBBLES : 
PAYING HEALTH COSTS OF THE AGED. insurance company offers 
low-cost group hospitalization policy 


IN BUSINESS. News about Canadian air monopoly, CAB actions, Richfield’s 
atom blast for oil shale, electric auto, Supreme Court rulings, peace at Crane Co... 


SPECIAL REPORT THE STARTLING IMPACT OF PRIVATE PENSION FUNDS. How this 


fast-growing but little known new financial giant is changing the U.S. economy— 
and the problems, and opportunities, it means for business management 








THE DEPARTMENTS 


BUSINESS ABROAD: _Italy’s Struggle Over Business. The economy is thriving. Now, with a change in 
government, the fight between public and private interests breaks out anew 


In Business Abroad. News about Britain’s 1958 trade record, bloody fight over 
shrimp fisheries, bourbon admitted to France, deal in Cerro de Pasco stock 


FINANCE:  Ford’s New Fling at Financing. The auto company faces new problems in reentering 
the auto sales credit field, which it left 26 years ago 


Why Stores and Trucks Cash Checks. Chicago’s currency exchanges are flourishing 

now, but a branch banking law may restore the banks’ supremacy 

More Merging. Two more New York City banks want to join trend 

In Labor. News about overtime pay for retail workers, new oil contracts, ship 

unionization, consumer prices, small rail strike 

Craft Unions Rally for Showdown. The feud between craft and industrial groups 
* for construction jobs is building up steam 

Labor Reform measures proposed by President follow last year’s program 

Harassing Issue. Is it good faith if a union uses harassing tactics while bargaining? . 


MANAGEMENT: Lessons of 1958’s Recession: It moved companies to chop off excess fat 


MARKETING: How Nets Are Working Them Out. Halfway through the big program season, 
TV and radio networks face formidable problems 
Price Cutting . . . is creating such havoc that manufacturers are taking drastic steps. 
In Marketing. News about savings, trading stamps, drug chains, broadcasting. . . 


THE MARKETS: In the Markets. News about slippage in the stock market, SEC’s pleas for more 
regulatory power, and a downturn for a volatile chemical 
MONEY & CREDIT: Less “Float.” Fed plans to restrict credit extended to member banks for un- 
processed checks by returning to three-day collection schedule 
NEW PRODUCTS: Food Is a New Product Business. And food companies cre finding that larger 
research and pilot facilities bring cheaper, quicker results 


PRODUCTION: In Production. News about spinning machines, aluminum supplies, data collection 
system, aluminum girder bridges, new way to make plate glass 


RESEARCH: Tubes Switch From Hot to Cool. Why the new cold cathode tubes are the biggest 
breakthrough in design in more than 30 years 


\ 
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FIGUREsS OF THE WEEK 
170] 1947-49=100 | 1947-49 =100 |'70 
160 160 
150 AN KX 1959 150 
140 ay yo 140 
130 130 
120 VAS Vv 120 
110 RPO GG Hrs OS oe, SOR Pr err 110 
1954 1955 1956 1957 1958 Ne ee ee ee ee. 
1946 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart) . 2... 096) 1296) 47.9 4045.5 *145.3 
PRODUCTION 
ON TOU, 5 cu dbetcncddcdeouscdeesebubeueebecenebens 1,281 1,459 2,058 t2,056 2,212 
Ey oo cc enca «dunrees Denne ak ibd Rea eh Sete en 62,880 131,945 126,364 166,693 159,580 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $17,083 $43,458 $63,019 $60,147 $63,682 
Electric power (millions of kilowatt-hours)..............ceeeeeceeeeces 4,238 12,399 12,379 13,324 13,394 
Crude oil and condensate (daily av., thous. of bbis.).............0eeeeees 4,751 6,923 7,128 7,087 7,194 
Bituminous coal (daily av., thous. of tons)..........cceeecceccccccceees 1,745 1,407 1,505 +1,366 1,382 
SE NEE wikiedd cud ek ores becukse Ot Ween seuaeeedaneietees 167,269 281,999 295,919 305,778 292,534 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.I. (daily av., thous. of cars)........ 82 55 55 53 57 
Carloadings: all others (daily av., thous. of cars)..........sceeseeceeees 53 40 40 39 41 
Department store sales index (1947-49 = 100, not seasonally adjusted)... .. 90 110 304 121 116 
Business failures (Dun & Bradstreet, number).............eeeeeeeceeees 22 333 185 294 296 
PRICES 
Spot commodities, daily index (Moody's, Dec. 31, 1931 = 100)............ 311.9 392.8 390.0 385.4 385.2 
Industrial raw materials, daily index (BLS, 1947-49 = 100)............... tt73.2 82.8 89.2 89.2 88.4 
Foedstella, dally tadex (BLS, 1947-49 = 100)... cc ccccsccccccccccccs tt75.4 87.6 80.8 79.4 79.5 
Pee ee Ny Se NN, ELE, pins edocs sedbndccectderevesseuenene 17.5¢ 17.8¢ 18.2¢ 18.2¢ 18.2¢ 
Finished stecl, index (BLS, 1947-49 = 100).......cccccccccccccccccccs tt76.4 181.7 186.9 187.0 187.0 
SO See SUe CO GRR. CODD ono. c dio Zikwe'kc pie cscedectctivcicccs $20.27 $34.33 $39.83 $41.17 $42.50 
Copper (electrolytic, delivered price, E & MJ, Ib.)........ cece ee eececees 14.045¢ 24.885¢ 29.000¢ 29.020¢  29.060¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)..............- $1.97 $2.22 $2.00 $1.99 $2.02 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)........... **30.56¢ 34.77¢ 34.34¢ 34.28¢ 34.32¢ 
Wee ae GE Gls kochcbdnetawabs enasasttenestacawheteexebaes $1.51 $1.78 $1.64 $1.63 $1.63 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)............4.- 17.08 41.63 54.96 55.82 55.74 
Medium grade corporate bond yield (Baa issues, Moody’s)..............+- 3.05% 4.74% 4.87% 4.87% 4.89% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ %-1% 3% % 3% % 3% % 3%% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks...............see6- +t45,820 56,556 58,502 58,693 59,192 
Total loans and investments, reporting member banks...............+-+- tt71,916 86,521 95,905 94,694 95,597 
Commercial and agricultural loans, reporting member banks.............. tt9,299 30,857 31,150 130,651: 30,414 
U. S. gov't guaranteed obligations held, reporting member banks.......... tt49,879 25,861 31,886 31,266 32,290 
Total federal reserve credit outstanding. .............s0eeeseeeeeeenes 23,888 24,949 28,899 27,708: 27,368 
1946 . Month Lotest 
MONTHLY FIGURES OF THE WEEK fwerage peed ra Month 
Cost of living (U. S. Dept. of Labor BLS, 1947-49 = 100)........... BOCSTIRGT occ cccccee 83.4 121.6 123.9 123.7 
McGraw-Hill Indexes of New Orders (1950 = 100) 

New Orders for machinery, except electrical (seasonally adjusted). December.......... N.A. 122 143 138 
Construction & mining machinery....................005- December.......... N.A. 131 151 161 
PE Ge SINS o cvccewccebedcbeseccvsuedepanansaen December.......... N.A. 138 116 186 
PD BR s 0 06.66 cntcccccecpovcccssvedecccdes December.......... N.A. 166 188 175 
SRRRUIRE GHG oc vcccccvecccccccccechédpeesees December.......... N.A. 73 115 118 
Other industrial machinery. .............0.sceeeceeeeeees December.......... N.A. 130 140 132 
ee I io dcp oth cddbrence re cuceccVercecqeesnes December.......... N.A. 143 156 175 

New contracts for industrial building....................+4- December.......... N.A. 80 72 80 


* Preliminary, week ended January 24, 1959. 
+ Revised. 
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B. F. Goodrich improvements in rubber brought extra savings 


Problem: In making dyes and finishes 
for fine fabrics, they use hot, corrosive 
acid by the tankload. It’s pumped from 
truck to storage tank through hose. 
But the acid is so strong and powerful, 
it would eat its way through regular 
rubber hose. Metal tubing couldn't 
take the sharp angles or stand much 
bending. Aci Ma were costly, dan- 
gerous to workers. 


What was done: After talking with a 
B.F.Goodrich man, the company de- 





cided to try a new hose which had just 
been developed by B.F.Goodrich. The 
lining of this hose is made with a new 
rubber compound that can stand even 
the corrosive acids and chemicals that 
destroy ordinary rubber. 


Savings: This improved B.F.Goodrich 
acid hose is what you see in the picture. 
It has already lasted a year and a half, 
and is good for still longer life. The 
B.F.Goodrich hose has put an end to 
the waste and danger of acid leaks, the 





cost of frequent hose replacements 
Workmen claim the hose is lighte: 
easier to handle because it’s so flexibl. 
faster to hook up because of special 
attachments at the hose ends. 


Where to buy: Your B.F.Goodric! 
distributor has complete information 
on the new B.F.Goodrich acid hose 
described here. And, asa factory-trained 
specialist in rubber products, he can an 
swer your questions about a// the rubber 
products B.F.Goodrich makes for in 
dustry. B.F.Goodrich Industrial Product 
Company, Dept. M-519, Akron 18, Ohi 


BE Goodrich industrial rubber products 








Mr. Chatterji and Mr. Chatterjee 


take their post-graduate course in steelmaking 


Four days a week Mr. S. K. Chatterji 
and Mr. G. L. Chatterjee, together with 
other graduate engineers from India, 
receive instruction in steelmaking. On 
the fifth day, they attend classes at 
Lehigh University. Up to the present, 
more than fifty such engineers have 
participated in this program at Beth- 
lehem, Pa. 

The Indian Steel Training and Edu 
cation Program, or IN STEP, as it is 
popularly known, is a part of India’s 
ambitious plan to build a sounder 


economy and a better life for her 
people. And one of their needs is more 
experienced engineers to man their 
new industries. 

Bethlehem and other American steel 
companies have thus far undertaken 
the training of 300 graduate engineers. 
These young trainees are getting on- 
the-job instruction in steel plants under 
the guidance of experienced steel- 
makers. Their technical training in the 
plant is supplemented by lectures, 
motion pictures, and assigned reading. 


BETHLEHEM STEEL 


These Indian engineers are keen ob- 
servers of the American scene. As they 
return to India with their newly ac- 
quired skills, we hope they also carry 
back many pleasant memories of their 
stay with us. 

If you'd like to know more about this 
practical program in international re- 
lations, we'll send you a copy of our 
booklet ‘‘Training Engineers for India."’ 
Write Bethlehem Steel Company, Pub- 
lications Dept., Bethlehem, Pa. 
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Wrong Comparison 


Dear Sir: 

We know how it happened, and 
forgive you—but please tell your 
readers that the comparison of 
price levels in the big Spiegel 
General Catalog for Spring and 
Summer 1959 with those in the 
winter sale books of our mail orde 
competition gave a most erroneous 
impression [BW—Jan.3°59,p22] 
The Spiegel Winter Sale Book, of 
fering seasonal needs and year- 
end bargains, was priced as low 
as the sale books you quoted. The 
Spiegel General Catalog has an 
over-all average price level 2% to 
2%% below the Spring General 
Catalog for 1958. Through co 
incidence, our big catalog reached 
the press the same day competition 
released its sale books. 

FREDERICK W. SPIEGEI 
VICE-PRESIDENT 
SPIEGEL 
CHICAGO, ILL. 


Answers Criticism 


Dear Sir: 

... Your Readers Report [BW 
Jan.10°59,p5] . . . contained refer- 
ences to manufactured, or prefabri- 
cated housing. Since . [the] 
letter contains references to the 
Home Manufacturers Assn., | feel 
it only fair that we be given an 
opportunity to reply. 

Each year the firm of Price 
Waterhouse & Co. handles an im 
partial, confidential survey of the 
home manufacturing industry con 
cerning the number of units sold 
and the dollar volume for the year 

The reporting companies send 
their data direct to Price Wate 
house on a confidential basis and 
it is not shown to members or stafl 
of the association or to the pub- 
lic. Price Waterhouse prepares fo! 
the Home Manufacturers Assn 
a report on the number of units 
built by home manufacturers, dol 
lar volume and the number of units 
per state per year. 

... Reader Gertler of the Build- 
ing Materials Div. of the U.S. De 
partment of Commerce, says that 
the HMA figure of 93,500 units in 
1957 is way out of line. I agree 
it is very conservative. From the 
facts we have before us we esti- 
mate that 1958 production will be 
well over 100,000. 

We fail to see Reader Gertler’s 
basis of authority on information 
concerning this industry. To ou! 
knowledge we are the only agency 


5 





Your LTL shipments 
get express-schedule service 


wherever 





Yellow Transit goes! 


Depend on Yellow Transit to keep 
your LTL shipments moving. No 
stopovers. No needless delays. On 
long hauls, only the drivers change; 
your shipments go straight through. 

All your shipments, large and small, 
get this express-schedule handling. 
You get on-time deliveries . . . more 
dependable service ... when you - 
ship via Yellow Transit. = | 


\ 
MISSOURI 


KENTUCKY 


i 
ar rm 

OKLAN OMA Ay ieee 
mie ew > f 


{ TENNESSEE 


aes eeewee swe eee 


Direct, daily service between 
more than 1,750 points in 


Rae | Indiana + Michigan 
tilinois « Kansas + Ohio 
Kentucky «+ Missouri 


Oklahoma « Texas 


HOME OFFICE: 1626 Walnut Street 


Kansas City 8, Missour 


FREIGHT LINES 


in this country keeping up to date 
information of all types on this 
fast-growing home manufacturing 
industry. Should you need accurate 
statistical data and facts in the 
future I hope you will feel free to 
contact this agency. . . 

CONRAD “Pat” HARNESS 
EXECUTIVE VICE-PRESIDENT 
HOME MANUFACTURERS’ ASSN. 
WASHINGTON, D. C. 


Number of Strokes 


Dear Sir: 

Many thanks for your informa- 
tive article on Detroit Diesel Di- 
vision of G.M. [BW—Jan.10°59, 
p54]. There is one minor technical 
point, however, on which your 
writer seems to be confused. 

In the explanation of the dif- 
ference between four-cycle and 
two-cycle engines . . . the four- 
cycle engine is said to require 
four strokes per crankshaft rev- 
oiution. Actually the differen- 
tiation is based on the number of 
strokes per complete combustion 
cycle; i.e., total piston strokes per 
power stroke. A moment’s reflec- 
tion on the action of a piston en- 
gine will show clearly that there 
can be no other number than two 
piston strokes [for one given pis- 
ton] per crank-shaft revolution, re- 
gardless of whether it’s a two-cycle 
or four cycle engine. 

WILLIAM H. OLpacu, Jr. 
ALDERSON ASSOCIATES, INC. 
PHILADELPHIA, PA. 


New Jobs 


Dear Sir: 

. . . In your excellent article 
The Jobs That Are Gone Forever 
[BW—Dec.20°58,p39] you raise 
a provocative question on page 42, 
“Then there is the even bigger 
question of retrain for what.” 

They could be taught to sell or 
to conduct inquiries. Marketing 
programs could be planned. Mich- 
igan has an excellent program of 
Distributive Education. They teach 
hundreds of adults to sell. Like- 
wise, they teach high school stu- 
dents how to begin careers in 
distribution. . 

L. T. WHITE 
VICE-PRESIDENT 
CITIES SERVICE PETROLEUM, INC. 
NEW YORK, N. Y. 








Letters should be addressed 
to Readers Report Editor, 
BUSINESS WEEK, 330 West 42nd 
Street, New York 36, N. Y. 
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KELLOGG ENGINEERS AND 


Yooenper ® 





“ERECTS 


FOR BASIC INDUSTRIES — 








ret 


On ihe» Adicadhichtgen 


A 450-TON Texas tower leg . equipment and materials. 
huge cat crackers... heavy-welled By coordinating a// related se: 
power plant piping . . . complete ices within one organization, Kel 
chemical processing facilities...no logg offers you the economic way ' 
erection job is too big for The M.W. put your new plant into productio 
Kellogg Company. Norarethecom- in minimum time for maximum 


plex construction engineering prob- turn on every dollar invested. 

lems that precede field work. The whole story is told in K 
Kellogg has erected many of the logg’s new book, “Planning 

world’s important process plants. New Plant for Profits.” And if you 

On a number it has also been re- are particularly interested in erectio 

sponsible for the engineering, and _facilities,ask to view M.W. Kellogg 

for the procurement of the necessary 13-minute movie, “The Big Lift.” 





cc} THE M.W. KELLOGG COMPANY 


711 Third Avenue, New York17,N.Y. <A Subsidiary of Pullman Incorporated 


Offices of Kellogg subsidiary companies are in Toronto, London, Paris, Rio de Janeiro, Caracas 
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PHCTOGRAPHY AT WORK—No. 35 in a Kodak Series 


For Jets 


more thrust, more range, more payload 





With photography as a tool, the N.A.C.A. 
Lewis Flight Propulsion Laboratory 
studies jet engine combustion chambers, 
and compounds that can result in new 





high-energy jet fuels. 





Ow MUCH faster and farther our aircraft and missiles can 
H go seems now to depend on developing new high-energy 
fuels. This is a job of the Lewis Laboratory of the National 
Advisory Committee for Aeronautics. 

And as in all kinds of industry, photography is playing an 
important role in this work. Motion pictures are taken of the 
interior of jet engine chambers through transparent walls. From 
the pictures the scientist learns the behavior of the fuel, the 
flame and exhaust through the engine turbine and tail pipe. 


The use of photography in research and the development 
of new or better products is but one of the ways it is helping 


all kinds of businesses, large and small alike. Other ways are- 


listed in the panel at the right. Check them over. You'll find 
how photography can save time and cut costs for you, too. 


EASTMAN KODAK COMPANY, Rochester 4, N.Y. 


Here are some of the 
places Photography 


can work for you— 


a few minutes with this 
check list can give you sug- 
gestions that could mean 
extra profits 

Management —Progress photos, 
Stockholder reports, Record 
preservation, Information dis- 


tribution, Control and Organi- 
zation charts 


.) Administration—File debulking, 


Purchase schedule, Office layout, 
Interior decoration, Form printing 




















[] Public Relations —News releases, 
Institutional, Community relations, 
Public service 

(J Personnel—Identification photos, Job 
description, Orientation, Payroll 
records, Employee personnel records, 
House organs, Health records, Bulletins 

(_] Training and Safety —Safety campaigns, 
Teaching, Reports, Fire prevention 

[] Engineering —Drawings, Specification 
sheets, Drawing protection, Pilot 
radiography 

(] Production—Time study, Work 
methods, Legible drawings, Schedules, 
Process records 

(] Product Design & Development — 
Styling, Consumer testing, Motion 
studies, Stress analysis, Performance 
studies 

() Advertising — Advertisements, Booklets, 
Displays, Dealer promotion, Television 


Service —Manuals, Parts lists, 
Installation photos, Training helps, 
Records 

Research—Reports, Flow studies, 
Process charts, Library, 
Photomicrography, Electron-microg- 
raphy, X-ray diffraction, High-speed 
motion pictures, etc. 

Testing & Quality Control - 

rest setups, Reports, Standards 
library, Radiography, Instrument 
recording 

Warehousing & Distribution 
Inventory control, Damage records, 
Waybill duplicates, Flow layouts, 
Packing & Loading records 
Purchasing—Schedules, Duplicate 
engineering prints, Specifications, 
Component selection, Source 
information 

Sales—Portfolios, Dealer helps, Sales 


The motion picture camera is seeing 
into a turbo-jet combustion chamber 
operating on a new fuel. 
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talks, Price & Delivery information 
Plant Engineering & Maintenance 
Plant layout, Repair proposals, 

Piping & Wiring installations, 
Progressive maintenance, Record 
debulking 

Send for free booklet. These books sh 
how photography is being used today 
Photography in Marketing, Photography 
Administration, Photography in Engineerir 
Photography in Plant Operation. Write for 
the ones you want. 











nothing builds AWHERENESS | 
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The advertising medium that tells people who want to | 
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like the Yellow Pages 





buy, WHERE to buy what you sell! 


Whatever you sell, wherever it’s sold, nothing directs prospects your way like AWHERENESS! 
And nothing builds AWHERENESS like the Yellow Pages—the buyers’ guide that tells 
prospects where to find your product or service. That’s why thousands of manufacturers of 
brand-name products use Trade Mark Service in the Yellow Pages of telephone directories 
and hundreds of thousands of local business men advertise in the Yellow Pages. 


The Yellow Pages man will help plan an AWHERENESS program for your business. Call 
him today at your local Bell telephone business office. 


When equipment must roll around the clock... 


GULF MAKES THINGS 


You can learn a lot about the performance of 
petroleum products from companies whose 
equipment must roll around the clock. Utility 
companies, for example. Their trucks must go— 
in any weather, answering emergency calls, haul- 
ing equipment, meeting customer demands for 
uninterrupted service. 

A long list of public utilities depend on Good 
12 


Gulf Gasoline to keep their service fleets operat- 
ing. Good Gulf . . . the finest regular grade gaso- 
line available . . . helps provide the vehicle per- 
formance and dependability they demand. 

Good Gulf is a clean burning gasoline that 
helps keep engines clean. This means full power, 
easy starting and smoother running. It eliminates 
many of the causes of too-frequent overhauls . 
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RUN BETTER! 


gives your company cars and trucks more road 
time, less down time. 

Fleet efficiency is just one of the many results 
management men can count on from Gulf. If your 
company uses petroleum products in amy opera- 
tion, we invite you to see for yourself how Gulf 
makes things run better. For prompt action, just 
call your nearest Gulf office. 


GULF OIL CORPORATION 
Department DM, Gulf Building 
Pittsburgh 30, Pennsylvania 












to a building America... 


This is the new symbol of America’s No. 1 supplier of basic raw mate- 
rials to the nation’s No. 1 industry... construction. 

This is the hallmark of quality slag, stone, sand, gravel, concrete 
and concrete products, surfacing materials, construction materials, 
chemicals and metallics that are the bedrock of our roads, runways, 
railroads... the guts of the buildings, bridges, dams, docks and side- 
walks that make up the face of America. 

Significantly, this is also the sign of bigness with a difference... 
bigness based on local service by local people from 115 production fa- 
cilities that span the continent from the Great Lakes to the Gulf... 
the Atlantic Seaboard to the Rockies. 

This is the symbol of the partner to the builders of America. 


This is the symbol of Vulcan Materials Company. 


VULCAN MATERIALS COMPANY : Birmingham Slag Division 
Brooks Sand & Gravel Division + Chattanooga Rock 
Products Division « Concrete Pipe Division « Consumers 
Company Division « Lambert Bros. Division « Montgomery- 
Roquemore Division « Stockbridge Stone Division « Vulcan 
Detinning Division « Frontier Chemical Company Division 
Teckote Corporation 


VULCAN MATERIALS COMPANY « One Office Park e Birmingham 13, Alabama 
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THE EYE THAT LOOKS THROUGH STEEL 


This tiny nuclear capsule of Cobalt 60, no 
bigger than a sugar lump, can have the 
penetrative power of a two-million volt 
X-ray. It can look through 12 inches of solid 
steel, detecting any flaws, making a clear 
photographic negative. 


Budd-built radiography machines, carrying 
these capsules, are widely used in metal- 
working industries for non-destructive test- 
ing. One model, weighing only 40 pounds, 


can be carried in the trunk of a car. 


Similar capsules, shipped in heavy lead con- 
tainers, are supplied by Budd’s Nuclear 
Systems Division to hospitals, research lab- 
oratories and industries throughout the world. 
Apparatus for their use can also be supplied. 


For additional information about Nuclear 
Systems or the other industrial developments 
shown, write to The Budd Company, Phil- 
adelphia 32, Pa. 
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Tatnall Measuring Sys- 
tems Company, a subsidi- 
ary of The Budd Company, develops, 
manufactures and sells a complete 
line of modern physical testing equip- 
ment such as this PhotoStress ma- 
chine that converts strain into color 
patterns. This and other Tatnall ma- 
chines meet today’s demands for 
precise measurement. 








Bes 71, Automotive Division 


_mpietegst of The Budd Company 


produces automobile and 
truck body components, chassis 
frames, wheels, hubs and brake 
drums. All major car and truck man- 
ufacturers are customers of Budd... 
the largest independent manufac- 
turer of automobile body compo- 
nents today. ° 





The International Division 
of The Budd Company 
has spread throughout the globe. 
Eleven European automobile manu- 
facturers and body suppliers are 
under license to employ Budd pat- 
ents and manufacturing methods. 
Four foreign railway car builders 
are also Budd licensees. 





Se Railway Division ol 


The Budd Company has 
pioneered, developed and built 
wide variety of all types of railway 
cars. Above is the newest addition to 
the Pennsylvania Railroad’s com 
muter lines ...a stainless steel, air 
conditioned, electrically propelled 
commuter car. 





The Defense Division of 
The Budd Company is 
currently making major 
contributions to the development of 
jets, rockets and missiles. Budd en- 
gineering skills have provided jet en- 
gine parts for manufacturers such as 
Pratt and Whitney, General Electric, 
and Ford. 





Continental-Diamond 
Fibre Corporation, a sub- 
sidiary of The Budd Com- 
pany, has been a pioneer in the de- 
velopment and manufacture of lami- 
nated and molded plastics, vulcan- 
ized fibre and bonded mica in the 
forms of sheets, rods, tubes and 


tapes. 








ELECTRIC TYPEWRITER COMPARISON CHART 


SMITH- Brand Brand Brand Brand 
CORONA A B c o 


AUTOMATIC MARGINS 

Simpie one-hand, YES NO NO YES NO 
one-step operation. : 

SIGNAL LIGHT 


Positive visual indication YES NO NO NO NO 
if motor is ON or OFF. 


TOTAL TABULATOR CLEAR 


Clears ail stops instantly YES NO NO NO NO 
without moving carriage. 


ERROR CONTROL 
Simplifies correction of errors YES NO NO NO NO 
and line justification. 


BOTTOM MARGIN INDICATOR - 
e Gage accurately YES NO NO NO 
in icates bottom margin. 


88 CHARACTER KEYBOARD 
Standard at YES NO 
mo extra charge. 





KEYBOARD SLOPE 


Key top slanted to fit YES NO 
natural movements of fingers. 


ROLL-FREE ACTION 
Releases typebar cams YES NO 
with no “scuffing” action. 


SAFETY COVER 
Motor shuts off when cover YES NO 
is raised to change ribbon. 


“ CUSHIONED TOUCH ; 
Eliminates jar to sensitive finger YES NO 
tips at end of each strok 


THE WORLD'S FASTEST 
ELECTRIC TYPEWRITER YES NO 





Before you buy, compare Smith-Corona 
with any other electric typewriter made! 


Feature for feature, point for point, compare the Smith-Corona 
with any other machine on the market today. You’ll see why the 
Smith-Corona is not just equal, but superior to every other brand! 
Before you buy an electric typewriter, call your Smith-Corona 
representative for a demonstration of the many exclusive features 
that make Smith-Corona today’s most advanced electric typewriter! 


Smith-Corona Electric 

















BUSINESS OUTLOOK 





BUSINESS WEEK 
JAN. 31, 1959 


A BUSINESS WEEK 


SERVICE 


News on autos isn’t creating a nice, clear pattern of prosperity. 


Production still is going pretty well. Yet few schedules now call for 
daily overtime and six-day output. Moreover, Buick announced layoffs this 
week which will cut its production some 300 cars a day. 


Nevertheless, the latest report on retail sales is hopeful. And Ford 
has announced plans to boost February output. 


Buick’s slowdown and others’ elimination of Saturday shifts are dis- 
quieting. They recall the general cutbacks that began a year ago—cuts that 
were progressive right out to the end of the model year 


Moreover, Buick is one of the cars with really striking design changes. 
That makes you wonder, more than ever, about public acceptance. 


Production at Chrysler, just to complicate things, is stuttering once 
again. This time it is a shortage of glass, created by the long strike at Pitts- 
burgh Plate, which has been Chrysler’s main source of supply. 


Auto dealers report deliveries to customers, in January’s middle 10 
days. of 135,000 U.S.-built cars. 


That was an improvement over the first third of the month. It also was 
a gain of about 17% compared with the year-ago period. 


Yet it wasn’t enough to prevent some accumulation of cars in dealers’ 
hands. Production outpaced deliveries by 40,000-odd cars. 


January passenger car production apparently came to almost exactly 
550,000, about 45,000 below intentions announced early in the month. 


This is 60,000 ahead of January last year—better, in fact, than any 
month last year except December with its 594,000. But it is far below Janu- 
ary output in 1955, 1956, and 1957. 


Obviously Detroit is cautious about overbuilding dealer stocks. 


It’s still too early to say that 1959 can’t be a 6-million car year. 


Weather has been abominable for driving over much of the country in 
recent weeks. That kills the buying incentive. Besides, a lot of people 
probably still aren’t 100% sure about their 1959 income prospects. 


But there’s a big market to satisfy. Fully 6-million cars now on the 
road—and probably closer to 7-million—are 10 years or more old. Last July, 
the latest complete report, there were 144-million prewar cars. 


That’s a lot of junkers. But ask the man who drives one, and he will 
probably say, “Well, at least I can fit myself into it.” 


Most business indicators give better impressions than autos. 


Steel, for example, shows a gain almost every week. Present output is 
5% higher than a month ago and fully 40% above a year ago 


Steel production this month should not fall far short of 9%4-million 
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tons. That not only would be the best recovery month by a substantial mar- 
gin but also would be the highest in a year and a half. 


In fact, output this week is scheduled at an annual rate of exactly 115- 
million tons (not allowing for seasonal slack—or strikes). Last year’s output 
was just over 85-million tons, while the most prevalent estimates for 1959 
are in the 107-million to 110-million range. 


Look at United States Steel Corp.’s 1958 earnings report and you'll 
perceive something of the industry’s new efficiency. 


Wall Street used to assume that steel mills’ break-even point was some- 
where between 60% and 70% of capacity. But Big Steel netted $300-million 
last year on average operations slightly under 60%. 


The Corporation, in fact, turned in fair profits even in the early quarters 
of the year when output ran less than 55% of capacity. 


Aluminum production in December was the highest for any month on 
record—at an annual rate of 1.8-million tons. (Actual output for all of last 
year was 1,564,000 tons; best year was 1956 with 1,679,000.) 


However, production of the light metal can’t be expected to stay at its 
December rate. Most companies will be able to sell very little excess output 
to the government stockpile this year, so they’ll have to gear their output 
much more closely to commercial demand. 


Markets for primary aluminum are continuing highly competitive. 


Imported metal is discounted as much as 14%2¢ alb. Moreover, McGraw- 
Hill’s E&MJ Metal and Mineral Markets says there are reports that “many 
fabricators can get as good a price” from U.S. producers. 


This helps explain why Kaiser Aluminum is closing down one of its 
seven potlines at the reduction plant at Mead, Wash. 


Copper prices looked stronger than ever this week. Responding to 
higher quotations in London, custom smelters took the bit in their teeth on 
Wednesday and went up another half a cent a pound. 


This put the smelters a full cent above the primary producers who 
were sticking to 29¢ in their effort to maintain a stable market. 


Few expected that U.S. producers could hold out much longer. The 
price strength here continued, of course, to reflect London’s more favorable 
market terms for foreign producers (BW—Jan.24’59,p20). 


—oe-— 


Power production last week was 8% ahead of a year ago, continuing the 
nice string of gains in the 7% to 9% range. 


This improvement may not be entirely attributable to industrial recov- 
ery. Harsh weather has, of course, increased household demand. Yet enough 
of it has to be industrial to speak well for business vigor. 


Meanwhile, the electric industry has a comfortable capacity cushion. 
It added about 10% to the generating potential in 1958, the Edison Electric 
Institute reports in a yearend summary. 
Contents sopyrighted under the general copyright on the Jan. 31, 1958, issue—Business Week, 330 W. 42nd St., New York, N. Y. 























Pinpoint trouble-spots instantly... 


“down-the-drain” 
production 


A $ * 


Operator in pulp washing section uses Executone to get instructions for controlling flow of wood pulp through mill. 


Fast instructions via Executone Intercom 
saves Scott Paper Company *10,000 annually 


The manufacture of pulp and paper by the Scott 
Paper Company is a continuous production-line op- 
eration. When wood pulp enters huge vats to be 
bleached and washed, wasteful overflow may occur 
unless the pulp stream is under constant control. 


Before the installation of an Executone Intercom 
System at their mill in Winslow, Maine, Scott was 
unable to halt overflow fast enough to prevent costly 
stock waste. Now, simply by speaking into a nearby 
Executone station, a Scott operator can instantly 
alert production personnel to prevent overflow waste. 


Scott estimates that Executone saves them $10,000 
a year at the Winslow plant because operators can 
pinpoint trouble spots instantly and stop “down- 


Don’t walk... Talk! 


EXECUTONE, INC. Dept. U-1, 415 Lexington Ave., N. Y. 17, N. Y. 


the-drain” production. Material waste and machine 
downtime have been drastically reduced. 


THE EXECUTONE MAN—YOUR COMMUNICATIONS CON- 
SULTANT. Whatever your business, there’s a good 
chance you can cut costs and save time with an 
Executone Intercom or Sound System tailor-made 
for you! Only Executone offers you the complete 
services of a local communications specialist who 
will analyze your needs, without cost or obligation. 
He will supervise the installation, provide mainte- 
nance on-your-premises and instruct your 
personnel in the proper use of your 
Executone System. For additional 
information—write today. 


Please send me, without obligation, additional information on the use of 


Lecilone’ 


Control 
(C1 Inter-Office 


Communication 
0 Intra-Plant 


Executone Systems for: 


Name 












Communication 


INTERCOM AND SOUND SYSTEMS 
© Executone Inc., 1959 
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(0 Locating Roving Address. City. me 
Personnel In Canada—331 Bartlett Ave. , Toronto 

















HEAT 


EXCHANGERS 




















Developed by ALCO thermal engineers, this sine-wave 
tube has pioneered nuclear heat-exchanger design. 


THE NEW SHAPE OF THERMAL EXPANSION 


Heat exchangers in nuclear power plants are often ex- 
posed to tremendous fluctuations in temperature. This 
means, of course, that unusual expansion characteristics 
must be provided. 

ALCO engineers have answered this need by designing 
a unique sine-wave tube that eliminates expansion joints 
and floating tubesheets. The design itself is simple, but 
it safely absorbs thermal and shock loads through the 
flexing of the tubes’ sine-wave bends. 

Originally designed for America’s first atomic sub- 
marine, the Nautilus, this new, principle is currently 


ALCO PRODUCTS, INC., New York - Sales Offices in Principal Cities - Makers of: Heat Exchangers 


Locomotives Diesel Engines + Nuclear Reactors Springs - 


Forgings 


being applied in other ALco heat exchangers for major 
nuclear power plants. 

The new shape of thermal expansion is typical of the 
advanced design concepts that ALCO builds into all its 
heat transfer equipment. A leader in heat exchangers 
for the petroleum, chemical and steam power indusfries, 
ALCO is now pioneering in the field of thermal engineer- 
ing for the nuclear industry. 

For complete information on heat transfer equipment, 
contact your nearest ALCO sales office, or write ALCO 
Products, Inc., Dept. 112, Schenectady, N. Y. 


ALCO 


Weldments + Oil Field Equipment 
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@ Congressional leaders are completing 
their line-up for a two-year drive against the 
Administration’s economic policies. 









@ The key chairmanship of the Joint Econom- 
ic Committee goes to Sen. Paul Douglas (pic- 
ture), a professional economist. 
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@ But there will be steady sniping from other 
committees, too, as Democrats start... 


The outlines of a broad, sustained 
Democratic attack on Eisenhower's 
views of economic growth and inflation 
are beginning to emerge in Washing- 
ton. 

Simply stated, what the Democrats 
have already begun is a series of sharp 
attacks on just about every economic 
— on which Eisenhower is basing 
1is programs and spending policies. 
Democrats are critical of the Republi- 
can assumptions on the country’s long- 
term rate of growth, the danger of 
inflation, the seriousness of unemploy- 
ment, and the kind and size of govern- 
ment programs needed to cope with 
these basic problems. 

For a while, it appeared this week 
that Democratic infighting for position 
might disorganize the eftectiveness of 
their own attack. But at the last min- 
ute, Congressional leaders straightened 
out their assignments for the anti- 
Eisenhower drive they hope to sustain 
for the next two years. 

The first solid move was the selec- 
tion this week of Sen. Paul Douglas of 
Illinois (picture) as chairman of the 
Joint Economic Committee. Douglas, 


Plumping for Faster Growth 


a professional economist before he be- 
came a politician, immediately opened 
a critical hearing on the President’s 
economic report to Congress (BW — 
Jan.24'59,p25). 

Sen. Estes Kefauver (D-Tenn.) mean- 
while completed the first of a new 
scries of hearings into what he suspects 
is a link between inflation and the 
pricing policies of big corporations in 
concentrated industries. 

Rep. Wright Patman (D-Tex.) is 
hopeful of winning House approval for 
an investigation of Federal Reserve and 
commercial banking practices. One of 
his goals is to limit the Federal Re- 
serve’s power to tighten up on credit 
as an anti-inflation device. The House 
refused to approve the investigation last 
year, but Patman believes the lopsided 
Democratic majority this year will give 
him what he wants. 


|. Who’s in Charge 


Chairmanship of the Joint Economic 
Committee puts Douglas in a strategic 
position for the next two years. He 
could emerge as anchor man for the 


whole Democratic assault on Fi 
hower’s economic policies. First, h 
ever, he will have to come to a workin; 
agreement with Democratic leader Lyn 
don Johnson. 

Johnson wanted Sen. John Sparkman 
(D-Ala.) to take the Joint Economi 
post, and for two weeks Sparkman 
wavered. Finally he chose to remain 
as chairman of the Small Business Con 
mittee, and the Economic chairmanshiy 
passed to Douglas under the seniorit; 
rules. 

Douglas, a leader among Northern 
liberals, has clashed with Johnson on 
civil rights. 
¢ Johnson’s Ideas—Johnson has called 
for two economic research projects by 
Congress this year: 

e A study of the fundamental 
causes of inflation in modern industrial 
societies. 

e A survey to measure the futur 
needs of the growing population for 
government services. 

The second of these projects is simi 
lar to an idea advanced by Eisenhower 
in his State of the Union message. So 
far, nothing has been done to imple- 
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ment either of Johnson’s proposals. 
Now that Sparkman has stepped out 
of the picture, Johnson must either 
deal with Douglas or put both of his 
studies in other hands. 

* Douglas’ Position—Douglas is not say- 
ing what he wants. He did not play 
an active role in last year’s long inves- 
tigation by the Economic Committee 
of the interplay between prices, profits, 
and wage rates. Though he applauded 
when Johnson first called for an infla- 
tion study, he argued that unemploy- 
ment should be added to the agenda. 

The chances are good that, after 
ietting Johnson sweat a while, Douglas 
will announce that the Economic Com- 
mittee will undertake the inflation in- 
vestigation and that Johnson will call 
for a special committee to sponsor his 
national goals study. 

If he likes, however, Johnson has the 
power to place both studies outside 
the Economic Committee, leaving 
Douglas with no major assignment. 


ll. The Attack 


rom all this skirmishing, the main 
lines of the Democratic offensive shape 
up like this: 

The Administration is accused of be- 
ing satished with an inadequate rate of 
economic growth. 

Raymond Saulnier, chairman of the 
President's Council of Economic Ad- 
visers, ran into steady questioning by 
Democrats on this point in his closed- 
door appearance before Douglas. Saul- 
nier’s testimony will be published later, 
after he has edited it. 

An 8% jump in gross national prod- 
uct in calendar 1959 is implied by the 
Administration’s revenue estimates in 
the budget—a jump in GNP from 
$436.7-billion in 1958 to something 
like $472-billion this year. Compared 
with the 50-year average of 3% a year, 
this is substantial. But Democrats, by 
going back to 1957, can show that the 
combined recession and recovery vears 
of 1958-59 will show only a 1.6% gain 
per year. This is the heart of their 
criticism. 

Unemployment will continue to ex- 
ceed pre-recession levels into 1960 at 
the economic growth rate accepted by 
the Administration. Even Administra- 
tion economists expect this, and Demo- 
crats are ready to make what political 
capital they can from it. Before the 
recession began in 1957, the number 
of jobless was running about 4% of 
the labor force. The latest count 
was 6%. ; 

One Democratic cure for the sticki- 
ness of unemployment is a bill spon- 
sored by Douglas and 38 other senators 
—including six Republicans—to make 
$379-million available to aid the devel- 
cranes of depressed areas where unem- 
ployment is a permanent problem. This 
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figure compares with the $55-million 
that Eisenhower recommends. 

Democrats insist that Eisenhower is 
misreading all the economic signs when 
he makes inflation the major concern of 
his budget and economic messages. In 
the economic hearings, they are stress- 
ing the stability of consumer prices in 
the past two years. 

Democrats believe the Administration 
is wrong about the causes of the infla- 
tion, thus is seeking the wrong cures. 
¢ Kefauver’s Cure—In his hearings on 
administered prices, Kefauver has al- 
ready sharpened up one clash of this 
kind. 

In his State of the Union message, 
Eisenhower singled out the power of 
unions to raise wages as a basic cause of 
inflation. Kefauver—after listening to 
the testimony of five professional econ- 
omists—this week told the Senate that 
the real culprit is what he calls “‘admin- 
istered price inflation.” He thus put the 
responsibility on the big corporations 
in such industries as steel and autos. 

Kefauver’s cure is a new set of anti- 
trust regulations aimed at reducing the 
size of big corporations and at making 
it tougher to form mergers. 
¢ Patman’s Criticism—Patman in the 
House and the Senate Finance Com- 
mittee will develop another area of dis- 
agreement over the proper cure of in- 
flation. 

One of their points will be that the 
Administration’s reliance on orthodox 
anti-inflation weapons—such as restric- 
tive credit and balanced budgets—have 
failed in recent years to check price 
rises and will fail again. 

Sen. Robert S. Kerr (D-Okla.), second 
ranking Democrat on the Finance Com- 
mittee, will be a leader in developing 
this theme. 
¢ Basic Clash—Finally, Democrats will 
argue that Eisenhower's budget levels 
are too low, and that his attempt to cut 
spending from the present $81-billion a 
vear level to $77-billion endangers the 
very expansion that’s expected by the 
Administration this year. 

Maurice H. Stans, director of the 
Budget Bureau, ran into heavy fire 
when he appeared before the Joint Eco- 
nomic Committee to defend budget 
levels. Sen. Joseph C. O’Mahoney 
(D-Wyo.) contrasted Soviet plans for 
water development with the Adminis- 
tration’s decision to oppose any new 
projects in the next fiscal year. And 
Rep. Henry S. Reuss (D-Wis.) pressed 
him on the Administration’s “budget 
philosophy.” 

Reuss asked Stans what would have 
happened if the revenue estimates had 
been only $75-billion: “Would civilian 
programs have been cut another $2- 
billion?” 

Not likely, Stans said. “The Ad- 
ministration then would have had to 
accept a $2-billion deficit.” 


Defense 


The chart shows where defense 
money is going in the next fiscal year, 
for buying of weapons and for research 
and development. The total is almost 
half the $42.7-billion that the U.S. will 
commit for defense next fiscal year. 

This week a big fight is developing 
over the amounts. The House Defense 
Appropriations subcommittee is at work 
on details of the budget. And Senate 
leader Lyndon Johnson’s own investiga- 
tion started last Thursday. At issue be- 
tween the Administration and the 
Democratic Congress is whether we 
are* strong enough, whether the Soviet 
Union is outstripping us in rocketry, 
missilery, and outer space. 
¢ Up but Tight—The new budget is 
avowedly an economy one. Though 
selected projects are being accelerated— 
notably the ICBM program—other im- 
portant projects are being weeded or 
trimmed. The net result is a mere $145- 
million increase in total outlays. Actual 
expenditures in fiscal 1960 are estimated 
at $40.9-billion, as distinguished from 
the earmarking of $42.7-billion for new 
contracts and other obligations. 

As critics in Congress and the 
Pentagon see it, the slight increase in 
spending won’t even be enough to 
handle the hikes in costs that can be 
expected. In effect, the critics claim, the 
new spending plans call for further cuts 
in over-all arms procurement and de- 
velopment. 

Over the past few years, higher costs 
have added some 3% per year to de- 
fense spending. The new budget fails 
to take into account such potential in- 
creases—which, based on previous expe- 
rience, would alone mean a $1.2-billion 
rise next year. 

Total expenditures for procurement, 
research and development, and con- 
struction—the areas most susceptible to 
price changes—are slated to rise cnly 
$300-million to $18.9-billion. Says a 
top-level Pentagon budget official: 
“We're confident that there won't be 
the same pressure on prices for us next 
vear as there’ve been in the past.” 


1. New Contracts 


Looking at the budget from another 
angle—the volume of new contract 
awards—you can see another drop in 
Pentagon plans. Contracting for arms 
procurement and R&D (chart) will 
total $18.6-billion down $600-million, 
from the current year. New contract 
awards for construction will dip from 
$1.9-billion to $1.6-billion. 

Here’s a rundown on the Pentagon’s 
shopping list for next year: 

Air Force will buy 703 planes at a 
cost of $4.8-billion, $400-million under 
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Spending in a Tight-Purse Year 
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Planes—Total new orders con- 
tinue to drop—from $7.3-billion 
to $6.8-billion. Air Force contin- 
ves orders for bombers and tank- 
ers, cuts fighters. Navy boosts 
orders for fighters, cuts light 
bombers, 





Electronics — Over $4.5-billion 
will be let for missile and aircraft 
electronics, radar, communica- 
tions, and other gear. Roughly 
same level as last year, but de- 
liveries rising. 


w $18.6-Billion Will Be Sper 


Missiles—New orders dip from 
$4.1-billion to $3.8-billion, as 
numbers of projects are cut. But 
more money goes for ICBM and 
Polaris. 








Plant & equipment—Spending 
is dropping, but $265-million 
asked for new plant for ad- 
vanced weapons. 


Artillery, weapons, ammunition—Buying to be boosted slightly. 
Defense asks for $358-million—$20-million more than last year. 


aS ae oe Se 


this year’s new aircraft orders. It plans 
to buy several dozen more Boeing B-52 
heavy bombers (beyond the 642 now 
scheduled), more Boeing KC-135 jet 
tanker planes, and several dozen more 
Convair B-58 supersonic medium bomb- 
ers. Production of B-58s has now 
reached a total of 66 planes. 

No orders will be placed for inter- 
ceptor planes—which means a possible 
phase-out in output of Convair’s F-106. 
Fewer fighter-bombers will be ordered, 
with most contracts slated for Repub- 
lic’s F-105. 

New orders for missile production 
will total $2.7-billion, which is $87- 
million less than this year. Orders will 
be increased for Convair’s Atlas ICBM 
and Martin’s Titan ICBM (funds will 
be increased 50%). Other orders will 
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go for North American Aviation’s 
Hound Dog, Martin’s Mace, Hughes’ 
Falcon, McDonnell’s Quail, and Boe- 
ing’s Bomarc missiles. 

Production of Douglas’s Thor and 
Chrysler's Jupiter IRBMs will be phased 
out during fiscal 1960. Current sched- 
ules call for five squadrons of Thor and 
three of Jupiter (with probably 15 mis- 
siles per unit) to be installed in Great 
Britain, Italy, Greece, and Turkey. Ad- 
ditional production will be ordered 
when and if France decides to take 
IRBMs. Still more output of the Thor 
and Jupiter is likely for use as boosters 
in space probes. 

These will be financed through the 
budgets of the Pentagon’s Advanced 
Research Projects Agency, which co- 
ordinates military astronautic projects, 





Ships—Navy contracts drop from 
$1.9-billion to $1.7-billion. Three 
more A-subs planned for Polaris 
missiles, and another super car- 
rier. 








Tanks & trucks—Tank procure- 
ment up slightly as Army mod- 
ernizes combat units. Truck-buy- 
ing to be trimmed after this 
year's heavy procurement. 


Nee 
SOY 
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Research & development — 
New orders to rise $200-million 
$3.7-billion total. Includes 
$1.4-billion for missile projects, 
$487.3-million for aircraft, 
$309.1-million for military space 
projects. 


and the National Aeronautics 
Administration. 

The Air Force will boost new orders 
for ground communications and elec 
tronic gear from $710.2-million this 
year to $870.4-million. At least onc 
third of the funds will go for the bal 
listic missile early warning system and 
the SAGE air defense system. 

New Air Force contracts for R&D 
will rise $100-million to $1.1-billion 
Well over half the order will go for 
missile projects such as Boeing’s Min 
uteman ICBM (funds to rise 40%) and 
the new Bold Orion airborne IRBM, 
and for aircraft projects such as the 
B-70 bomber, F-108 interceptor, X-15 
experimental rocket plane, and the 
Dyna-Soar boost-glide bomber project. 
Limited funds are set aside for de 


& Space 
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velopment of an aircraft nuclear pro- 
pulsion system, none for the airframe 
of the atomic-powered plane. 

Navy contracting for new procure- 
ment will drop from $5.1-billion to 
$4.7-billion. Plans call for construc- 
tion of 18 major ships—including an- 
other conventionally-powered super air- 
craft carrier and a stepup in anti-sub- 
marine vessels. Contracts will be let 
for three more A-powered Polaris 
IRBM subs, using funds that Congress 
tacked on to last vear’s appropriation 
and for the nuclear reactors and other 
long-lead-time components for three 
additional Polaris subs. 

I'he Navy will buy 668 new planes 


at a cost of $1.9-billion, a decrease 
from this vear. The contracts will cover 
more all-weather __ fighter-interceptor 


planes—notably McDonnell’s F4H-1— 
ind fewer attack aircraft. Missile pro- 
curement orders will total $658-million, 
1 slight decrease from this year, with 
major contracts slated for the Polaris, 
Sidewinder, Talos, and Tartar missiles. 

Army new orders for hardware will 
top the current $1.3-billion level by 
$100-million 

(he Army will continue production 

of the Nike Hercules and Hawk mis- 
iles, expand the Pershing and Sergeant 
projects, and phase out the Redstone. 
It will buy more turboprop observation 
planes and fewer helicopters. 

Armv’s R&D will stress the Nike 
Zeus and Plato anti-missile systems and 
projects to develop lighter vehicles, self- 
propelled guns, a new anti-tank system, 
and other field weapons 

The Advanced Research Projects 
Agency is earmarking $455-million for 
new contracts next vear, $27.7-million 
more than this year. The agency's 
funds—much of it to be farmed out to 
the individual services for contracting— 
will go primarily to development of re- 
connaissance, communications, and nav- 
igation satellites and for research on 
ballistic missile defense systems. 


ll. Johnson’s New Probe 


Even before the Johnson hearing 
started with Defense Secy. McElroy 
as the first witness, the outlines for the 
investigation were already obvious. 

Sen. Stuart Symington (D-Mo.), a 
member of the investigating group and 
a longtime critic of Administration 
defense policy, charged last week that 
Administration penny-pinching on de- 
fense will allow the Russians to build 
up an inventory of operational ICBMs 
four times the size of ours in 1961. 

This missile gap, said Symington, is 
“vital to our security, for if Russia has 
enough [ICBMs] to deliver a knockout 
blow, and we have not enough strength 
left to retaliate effectively, a major ele- 
ment of our defense strength, on which 
we have based the position of ourselves 
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and our allies in this uneasy peace, 
crumbles.” 

Russian missile power claims took on 
new significance this week with Soviet 
Premier Khrushchev’s boast that Mos- 
cow has already begun “serial produc- 
tion” of ICBMs that can be launched 
with “pinpoint accuracy to any part 
of the globe.” 

One top-level Russian expert in 
Washington interprets Khrushchev’s 
statement this way: that the Russians 
have frozen their ICBM design and are 
producing operational-type weapons on 
an assembly line. Actual volume of pro- 
duction, however, is still subject to 
question. Although a production as- 
sembly line for Atlas has been set up 
here, the Atlas design is still not stand- 
ardized. Design changes are still being 
cranked in as a result of test flights. 
Atlas output is in very limited quanti- 
ties. 

McElroy, meantime, has tried to 
knock down charges of Soviet ICBM 
supremacy. He told a Pentagon press 
conference that “published reports of 
Soviet ICBM capabilities are exagger- 
ated.” He said the U.S. has “no posi- 
tive evidence that the Russians will have 
operational ICBMs before we do.” 

Gen. Nathan F. Twining, Chairman 
of the Joint Chiefs of Staff, flatly denied 
that the Russians have an ICBM in 
mass production. 
¢ The Questionable Gap—Both the 
Symington and the McElroy conclu- 
sions are presumably based on the same 
intelligence estimates. The differing 
interpretations seem to indicate that 
U.S. intelligence on Russian military 


One Merger Out, 





capabilities is so limited that such 
widely varied deductions can be made, 

The new investigation comes on the 
heels of similar probes conducted in 
the spring of 1956 by a Senate Armed 
Services subcommittee headed by Sym- 
ington and from November, 1957, to 
January, 1958, by Johnson’s own Pre- 
paredness subcommittee. 

Both came up with conclusions of 
serious “gaps” in U.S. military power. 
Both recommended steep increases in 
military outlays. Though bits of both 
reports have been adopted by the 
Pentagon—such as an acceleration of 
the ICBM program and a stepup for 
the ballistic missile defense system— 
the net effect of the two earlier recom- 
mendations was felt more on the politi- 
cal scene than in the military program. 
e Switching Sides—Johnson’s latest in- 
vestigation is marked by the appearance 
of Max Lehrer, the Pentagon’s long- 
time chief economist, as assistant staff 
director for the Senate Space Com- 
mittee. 

During the two earlier investigations, 
Lehrer sat at the side of Pentagon wit 
nesses, feeding them data to help re- 
spond to Senatorial questioning. his 
time Lehrer will sit at the other side 
of the table as the Senate probers 
seek answers to Johnson’s basic ques- 
tions: 

“Where does this nation stand in 
the fields of national defense and outer 
space? Is the U.S. doing everything 
that it reasonably can and should do 
to insure the defense of this country 
and its allies against military aggres- 


>”? 


sion? 


Another Up to Bat 


Bethlehem and Youngstown decide to junk their 
merger plans; two smaller steel producers talk marriage. 


Bethlehem Steel and Youngstown 
Sheet & Tube this week decided it isn’t 
worth $500,000 to carry to the U.S. 
Supreme Court the landmark decision 
that condemned their merger proposal 
on antitrust grounds (BW —Jan.3’59, 
p20). At the same time, two smaller 
steelmakers announced they might wed. 

Bethlehem and Youngstown scrapped 
their merger arrangement after learn- 
ing an appeal probably couldn’t be 
resolved before 1960. This way, they 
avoid continued uncertainty and make 
it possible for each company to get on 
with planning its own future. The two 
still insist, though, that the merger 
would have benefited both the public 
and steel users. 

Youngstown has already started three 
substantial projects—sintering plant and 
continuous annealing line at Indiana 
Harbor and a rebuilt hot sheet mill at 
Youngstown. Bethlehem is studying 


how it can best reach the strategic Mid- 
west steel market, in which, had the 
merger gone through, it would have 
inherited Youngstown’s strong position. 
There’s the possibility Bethlehem might 
decide to build a wholly new plant at 
its Burns Ditch property on the In- 
diana shore of Lake Michigan. 

¢ Declaring the Banns—While the sec- 
ond and sixth biggest steelmakers were 
writing off a 30-year dream, the 13th 
and 14th largest—Sharon Steel and Pitts- 
burgh Steel—resumed one. Pittsburgh 
Steel revealed that the two are explor- 
ing a merger. They would from the 
ninth largest producer, with a capacity 
of 3.4-million annual ingot tons. 

The marriage would put Pittsburgh 
into the stainless steel business and 
bring Sharon’s heavy cash position and 
debt-free capital structure to bear on its 
own substantial debt. And Sharon 
would gain wide sheet capacity. 
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How Steel Companies Line Up 


SHARE OF 
RANK 1/1/59 FIVE-YEAR INDUSTRY TOTAL 

YEAR CAPACITY ##% GROWTH CAPACITY 

COMPANY NOW AGO 000's ingot Tons IN CAPACITY 1/1/59 

EE ee 1 41,916 + 8.3% 28.4% 
Bethlehem ........... 2 2 23,000 + 24.3 15.6 
Republic .......000-. 3 3 12,742 +242 8.6 
Jones & Lauvghlin...... 4 4 8,000 + 29.7 5.4 
PS ..cacsesses. & 5 7,000 + 16.7 4.7 
Youngstown .......... © 6 6,750 + 22.7 4.6 
DT ovtdtcheeetine ce. 6,500 + 38.3 4.4 
DE wecdshbbees eens SS 7 6400 + 30.6 4.3 
Pi cigsecssacenens ae 2,933 + 91.0 2.0 
Colorado Fuel &lron.... 10 ue 2,837 + 15.0 1.9 


Dota: Amer. Iron & Steel Inst. 
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Oxygen techniques, a growing trend in steelmaking, 
enabled Kaiser Steel to boost its capacity 91% and vaulted 
it into ninth place in the industry standings. 


This year will go down in steel his- 
tory as the year of the big oxygen boom 
—but it may be only the first of quite a 
few. Already, the increased use of oxy- 
gen techniques is affecting the standing 
of some of the companies in the top 
ranks of steelmaking (table). 

The reason for the growing popu- 
larity of oxygen practices is found in 
the speed it imparts to what has been a 
fairly slow, batch process. Blowing oxy- 
gen onto molten steel is the simplest 
way to boost the tons of steel produced 
per hour, whether in a converter, an 
openhearth, or an electric furnace. It 
speeds up the oxidation step by, in 
effect, using the undesirable metalloids 
in the bath—silicon, carbon, phospho- 
rus, and manganese, for example—as 
fuel. Such use of oxygen produces 
higher temperatures and faster reac- 
tions. For example, one oxygen con- 
verter shop routinely melts at a rate of 
81 tons per hour, whereas the average 
for U.S. openhearth shops probably 
falls between 25 and 35 tons per hour. 
¢ Impact in 1958—In the past year, 
oxygen techniques made a strong im- 
pact on steelmaking: 

¢ The number of oxygen convert- 
ers more than doubled, from five to 12. 

¢ The seven new vessels accounted 
for 42.8% of an unexpected total of 
6.9-million additional tons of capacity. 
It was the largest annual increase dur- 
ing a bad steel year in modern steel- 
making history. The new capacity total: 
147,633,670 annual ingot tons, up 
4.8% or almost 7-million ingot tons. 

¢ Converters enabled one company, 
Kaiser Steel, to boost its capacity by 
91% and vault from 13th to ninth 
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place among all U.S. steelmakers. They 
enabled Acme Steel to boost its capacity 
74% and became the 18th largest com- 
mercial producer. 

e Oxygen practice, both in con- 
verters and conventional openhearths, 
turned up some staggering steelmaking 
rates. Weirton Steel melted a 585.9-ton 
openhearth heat of partially blown 
metal at a rate of 104.9 tons per hour 
with roof lances. And Jones & Laugh- 
lin melted a 108-ton oxygen converter 
heat at a rate of more than 100 tons 
per hour. 

In addition, the use of oxygen, pri- 
marily through roof lances, had consid- 
erable to do with the 4.2-million ton 
increase im openhearth capacity during 
1958—which was accomplished with six 
fewer furnaces. 
¢ Favorable Factors—Several factors 
make it plain that oxygen melting will 
continue to boom. They include these: 

¢ Oxygen converter capacity— 
which looks flexible enough to produce 
a wider-than-anticipated range of steels 
—costs less than half as much as equiva- 
lent new openhearth capacity. 

¢ Oxygen roof lancing in existing 
openhearths looks thoroughly economi- 
cal (1) because of the new practice of 
using all basic brick for openhearth 
roofs (BW —Oct.25’58,p63), (2) be- 
cause it’s an inexpensive way to raise 
furnace efficiency, and (3) because it 
speeds up melting time enough to boost 
output significantly. 

Actually, 1958 brought nothing new 
in oxygen steelmaking practice. But it 
certainly spurred a trend that had been 
growing handsomely. 
¢ Change in Standings—The line-up of 






steelmakers changed in response to the 
impact of oxygen steelmaking. Inland 
Steel, for example, raised its capacity 
700,000 tons in one year to dislodge 
Armco from seventh place. 

By adding 1.4-million tons, in the 
form of three oxygen converters, Kaiset 
joined the top 10 producers, dumped 
Colorado Fuel & Iron to 10th place and 
pushed Wheeling Steel from 10th to 
11th. 

Changes were even more marked in 
the list of the second 10 producers 
Aside from the Kaiser-Wheeling trans 
fer, Acme and Lukens moved into the 
group, the latter taking over 19th place 
by adding 180,000 tons of electric fur- 
nace capacity. Barium Steel and North- 
western Steel & Wire were displaced, 
the former because it disposed of it 
Industrial Forge & Steel holdings. If 
you include Ford and_ International 
Harvester, two iron commercial produc- 
ers, in the listing, there are 20 producers 
now with 1-million tons or more of ca- 
pacity for the first time in history 

There was one significant change also 
in the list of the five largest steelmak- 
ing plants. Inland’s Indiana Harbor 
Works, at East Chicago, Ind., became 
the third largest plant as a result of the 
addition of 700,000 tons of capacity 
there. 

Bethlehem’s Sparrows Point plant 
near Baltimore remained the largest, 
but U.S. Steel’s Gary Works, where 
795,000 tons were added, came close 
to closing the 1-million ton gap Spar- 
rows Point opened last year. . Beth- 
lehem’s Lackawanna plant at Buffalo, 
and U.S. Steel’s South Works at Chi- 
cago now rank fourth and fifth. 

Openhearth capacity, which had ac- 
counted for 87% or 88% of all steel- 
making capacity for years, was down to 
85.7% in 1958. Inevitably, that pro- 
portion will rise again. Oxygen practice 
through roof lances assures that. 
¢ Decline for Bessemer—Bessemer 
steelmaking capacity sagged to 2.4%, 
the lowest ever, with only 3.57-million 
tons of capacity remaining in 31 con- 
verters. e proportion of Bessemer 
capacity will continue to drop, but ac- 
tual tons of capacity probably won't de- 
cline much—it’s too valuable for certain 
kinds of steelmaking. 

The number of electric furnaces rose, 
but the capacity gain was less than 
200,000 tons. So this process, which 
had been growing briskly for 20 years, 
suffered its first setback as a proportion 
of the total since 1946 when some 
worn-out capacity was dismantled. 

a a converter capacity went up 
more than 3.5 times and, at 4.03-million 
annual ingot tons, surpassed Bessemer 
capacity for the first time. 
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U.S. Grows an Educated Palate 


Sen The men and women in the pictures 
- 


who are pampering their palates with a 
succession of such delicacies as filet de 
oe boeuf en croute farci au foie gras (fillet 
ee of beef in crust with goose livers) are 
* a no uncommon sight today. The spread 
lly ing gourmet cult they tvpifv now reaches 
e%; from these lavish Park Avenue apart 
; ments and suburban palaces all the way 
to the deeper grass roots of the Middle 
West. 

Some of the wealthier patrons of the 
cult recently paid $100 a plate—for 
charity’s sake—to regale themselves, at 
the country home of the Waldorf’s 
famed host, Claudius C. Philippe, with 
such dishes as consomme de gibier a la 
Duchesse d’Uzes (consomme of game), 
served with a rare Madeira wine, Solera 
1792. For a feast at Mme. Helena 
Rubinstein’s New York triplex, Louis 
Vaudable of Maxim’s flew two chefs 
direct from his Paris restaurant. 

The French chefs also officiated on 
the West Coast at the opening winter 
dinner of the Beverly Hills Wine & 
Food Society 

But if you think this is only another 
case of the rich coming out of hiding 
(BW—Nov.15’58,p58), just consider 
these random straws in the onrushing 
gale. 

New York Times food editor Craig 
Claiborne reports that “requests for 
foreign dishes are mounting every day 
in our reader mail from all over the 
U.S.” A Nebraska women’s club food 
chairman wants General Foods’ Gour- 
met Foods Div. to tell her about “new 
foods,”’ so her fellow club members can 
know what’s stylish to serve for Sunday 
night suppers. An Army private asks 
“how best to serve gourmet foods.” 
¢ Elusive—In fact, the gourmet urge 
has spread so rapidly that it has got a 
bit ahead of the market researchers and 
trend talliers; and as a result, the pro- 
file of the gourmet foods consumer is 
somewhat elusive. 

It appears, however, that social and 
cultural background is more of a com- 
mon denominator than income. The 
gourmet food fancier may live anywhere 
in the country. Most gourmet foods, 
though, are sold in the bigger cities. 

One purveyor to the gourmet, Max 
Reese, of Reese Finer Foods, Inc., of 
Chicago has attempted a portrait. The 
average gourmet buyer, he finds, is be- 
tween 40 and 55 years old, has an in- 
come of $7,500 or over, and usually 
likes to stay home and entertain. But 

= occupation may be almost anything. 
oe e Do-It-Yourselfers—F or men, the gour- 
—— “met food lure has a decided “do-it- 
IMPORTED CHEFS from Maxim’s in Paris help spread the gourmet cult; they prepared yourself” aspect. Mrs. Caruba of the 
rare feasts in private homes on both the East and West coasts. Wine & Food Tasters of New Jersey 
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PARK AVENUE provides plush, modern decor for the fine wit 
and foods at this dinner at Mme. Helena Rubinstein’s—but t 
gourmet rage is invading the grass roots of the Middle West 
FINE COGNAC tops off Lucullan repast for which New York 
devotees journeyed to Peekskill home of Waldorf’s host, Claudius 
C. Philippe—and paid $100 a plate for the benefit of charity. 


RARE WINES stimulate gourmet palates—and U.S. us: 
: of table wines is soaring—2.4-million gal. were imported ir 
seven months of 1958, against 400,000 gal. 10 years ago 


HAUTE CUISINE reaches its mouth-watering peak in this “tournedos” 
at the Philippe dinner, but clubs for its propagation are spreading 
through the U.S.—and purveyors of gourmet foods are smiling happily. 
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has more applicants for her chef courses 
for men than she can accommodate— 
and, she adds, “they love to make 
chafing dish specialties and flambeed 
creations.”’ 

In Chicago, male enrollment in the 
Antoinette Pope School of Fancy Cook- 
ery has increased over a year ago. 
¢ Fruits of Travel—If gourmet food 
fanciers elude easy classification, there’s 
more agreement on what made them 
—the postwar increase in travel. 

Says the New York Times’ Craig 
Claiborne: “People have tasted some 
of the best of foreign foods while abroad 
and now they want more—at home.” 
Vincent Sardi, Jr., of Sardi’s restaurants 
in New York, notes the influence of 
overseas stints of servicemen. 
¢ Proliferating—At any rate, the clubs 
and other organizations devoted to the 
education and satisfaction of gourmet 
tastes are spreading through the land. 
The Wine & Food Society, which cele- 
brates its 25th anniversary this 
now has 44 chapters. 

Another leading gourmet group, Les 
Amis d’Escofhier, has 19 branches. 

Ihe exclusive Confrerie des Cheva- 
liers du Tastevin de Bourgogne has eight 
chapters in major cities. In Dallas, 
the chapter headed by Stanley Marcus, 
president of Neiman-Marcus Co., has 
26 business and professional members. 
¢ Mounting—Though the gourmet is 
an elusive creature, there’s one place 
where his activity is tallying up some 
vardstick of its growth. That’s on the 
books of the companies that turn out, 
distribute, or sell gourmet foods. 

General Foods Corp.’s Gourmet 
Foods Div., for example (BW—Aug.23 
- '58,p55) finds that the sales base for 
this line is turning out to be much 
broader than it had expected. 

“Business is good,” echoes a spokes- 
man for Spice Islands Co. in San Fran- 
cisco, which packages about 100 items 
in four categories—spices, herbs, teas, 
and vinegars. It says its sales are now 
“well into the millions.” 

Or take Telefood, Inc., of Chicago, 
whose members sell gift packages of 
delicacies. When the business started 
21 years ago, less than 1,000 stores in 
the country handled these special food 
products; now there are close to 6,000. 
¢ Paper Profits, Too—Publishing, too, 
has felt the impact. Gourmet maga- 
zine’s monthly circulation has increased 
300% in six years. In April a new 
quarterly, Gastronome, a joint French- 
American effort, will appear. 

Sales of cookbooks—whether in ex- 
pensive hard covers or cheaper paper- 
backs—are soaring. Simon & Schuster’s 
$25 book, The Art of French Cooking, 
sold out at $19.95 before it came off the 
presses a few weeks ago. 

At the other end of the scale, Bantam 
Books’ The Art of Italian Cooking, at 
35¢, has finished its sixth printing. 
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Gas Starts to Cross the Ocean 


Pioneer liquid gas tanker is being loaded for maiden 
trip to deliver Louisiana gas to Britain—and its success could 
turn the petroleum industry upside down in a decade. 


An unprecedented cargo was being 
loaded this week at Lake Charles, La., 
aboard a new type of tanker for a trans- 
ocean voyage that, if successful, could 
turn the petroleum industry upside 
down within the next decade by creat- 
ing a new source of packaged energy, 
transportable and salable anywhere. 

The tanker, the Methane Pioneer, 
will ferry across to Britain the first cargo 
of liquefied natural gas that has ever 
tried to cross the ocean; U.S. customs 
men at Lake Charles said the ship was 
expected to leave its berth for the 
history-making vovage before the 
weekend. 

* London Deal—What makes industry 
experts see in the voyage a petroleum 
revolution and the biggest thing since 
atomic energy is this. The tanker’s 
33,000-bbl. liquid methane cargo is 
headed for the Regent Oil Co. jetty at 
Canvey Island, Great Britain, for de- 
livery into the London gas distribu- 
tion grid. And it will be delivered for 
less. 

The 33,000-bbl. cargo in the con- 
verted freighter is equivalent to 115- 
million cu. ft. in gaseous form. That’s 
enough to supply the average needs of 
around 1,000 U.S. homes for a year. 

The London experiment is a joint 
effort of the British Gas Council and 
the Constock Liquid Methane Corp., 
a U.S. company formed by Continental 
Oil Co. and Union Stock Yard & 
Transit Co. of Chicago (BW—Mar.22 
’58,p149). Constock, which converted 
the freighter, is studiously uncommuni- 
cative about the whole business, but re- 
ports are that shakedown cruises in the 
Gulf of Mexico have been successful. 
The U.S. Coast Guard has been inter- 
ested, and is supervising loading 
¢ Answers—Technically, the Methane 
Pioneer’s voyage still will answer this 
question: Can gas at the extremely low 
temperature of minus 260F be moved 
in a ship safely, successfully, and profit- 
ably? An affirmative answer to that will 
open up many other possibilities. 

It could, for example, set off a spurt 
in ship orders comparable to some of 
the small-sized tanker booms of recent 
memory. But more than that petro- 
leum industry experts see vast new 
sources of energy becoming available, 
and hitherto untapped markets being 
brought into the industry picture. 
¢ Competition—Here’s what the ex- 
perts project: 

Gas from the prolific Venezuela 
fields—now being flared in huge quanti- 


ties—could provide severe price competi- 
tion in the New York area for gas de- 
livered by domestic transmission lines, 
some experts say, though others feel the 
competition would be tough only if new 
pipelines were needed. 

Detailed price studies by , Interna- 
tional Energy Reports indicate these 
figures for moving liquefied gas (though, 
with no precedents to go by, its editors 
point out, estimates are, at best, cal- 
culated guesses): Venezuela to New 
York 21¢ to 48¢ per mef.; U.S. Gulf 
Coast to New York, 22¢ to 49¢ per 
mef.; Persian Gulf to North Sea area, 
37¢ to 64¢ per mef. 

The first big markets would develop 
in Europe and Japan. Liquefied gas, 
editors of the Reports sav, could be 
highly competitive in any area where 
manufactured gas sells for $1 or more 
per mcf.—and that price applies gener- 
ally in Europe. The optimists see a 
Western European market of nearly 
3-trillion cu. ft. by 1975, and 900-billion 
cu. ft. in Japan by the same date. 

Imported gas could even become a 
threat to the U.S. domestic industry. 
Federal Power Commissioner William 
R. Connole has said that oil imports 
are a mere pinprick compared to what 
the coal, oil, and natural gas industries 
would face if liquefied methane by 
tanker becomes a reality. 
¢ It Depends—Whether all this will 
become a reality depends at the mo- 
ment on how well Constock has solved 
the technical problem of how to con- 
tain methane at minus 260F, and pre- 
vent it from evaporating or escaping. 
Constock’s approach is a “double 
flask’”—an inner tank of aluminum and 
an outer steel container with the space 
between insulated by a 12-in. layer of 
balsa wood. It’s necessary to keep the 
frigid methane from chilling the steel; 
ordinary steel becomes brittle and 
breakable at that low temperature. 

There’s a hazard _ involved—but 
knowledge of how to handle methane 
has come a long way since 1944, when 
more than 120 persons were killed in 
Cleveland when a methane storage tank 
split open. Coast Guard regulations 
now require methane to be stored in 
bottles on deck in protected areas—the 
Methane Pioneer is operating under a 
provisional permit. There’s also a stiff 
entrepreneurial risk involved for Con- 
stock, for an unsuccessful venture would 
leave nothing behind but an oil slick— 
but Constock is confident it has the 
problem licked. 
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Jets and Junkets Boost Travel 


More businessmen are finding excuses to fly to Europe 


in a record winter season. Sun and ski resorts do well, too. 


“He who does not maximize his ex- 
pense account to give himself a business- 
vacation trip at times like these is un- 
worthy to live in Westport’’—so goes an 
old Madison Avenue proverb. 

Many businessmen seem to have been 
heeding the proverb lately. Only at 

the peak of tourist seasons have the 
transatlantic airlines carried more pas 
| sengers than in the last three months. 


| In December, traffic on scheduled air- 
E lines between the U.S. and Europe was 
1 27% above December, 1957. 


e Jets Attract—Much of the increase 
. can be attributed to the lure of jet 
flights. Since its jet service started Oct. 


. 26, Pan American has carried some 
j 26,000 passengers across the Atlantic 
" in its Boeing-707s. On the average, 
f 88% of the seats have been filled. 
C “There’s a heavy turnover of book- 
. ings on the jets,” says a Pan Am off- 
| cial. “Hundreds of people are making 
| reservations several weeks in advance, 
t then canceling about a week before- 
e hand. But there are still more who re- 
a place them on the reservation lists.” 
n It isn’t only the jets that are pulling 
k in the customers, though. Pan Am, 
s still the only U.S. airline flying jets 
n across the Atlantic, has also been carry- 
e ing heavier loads on its piston-engined 
a i airplanes. Last month, an average of 
ff | 72% of these airlines’ seats were filled, 
+ compared with only about 55% in De- 
id cember, 1957. 
_ * Business-Pleasure—It’s this climb in 
e the number of passengers carried on 


piston-engined airplanes that prompts 
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at least one New York travel agent to 
guess that businessmen, who still make 
up the big majority of transatlantic trav- 
elers in the winter, are finding all sorts 
of reasons—which might not have been 
so important six months ago—to take 
a jet to Europe. And if they can’t get 
on a jet, they take a piston-powered air- 
plane, anyway. 

Hundreds of them each month pack 
their ski boots along with their brief 
cases. American Express Co. estimates 
that 15,000 Americans will go skiing in 
the European Alps this winter and 
that perhaps half of these will be busi- 
nessmen adding a few extra days to their 
European trips. 
¢ Where They Go—This wintertime 
invasion of Europe may be a trend that 
will keep growing, just as Florida’s sum- 
mer season has grown in the last decade. 
But it’s too early to tell yet. Mean- 
time, the heart of the winter travel 
business still lies elsewhere than Europe. 

The big spenders head for the sun- 
shine. And here’s a rundown on how 
business is in those places in the sun: 

Miami: The next two months will be 
a time of tension in Miami Beach. 
While the tourists loll around playing 
gin rummy beside the swimming pools 
and playing the ponies at Hialeah, Mi- 
ami Beach's hotel operators will keep 
a nervous watch on occupancy rates. If 
this season is to be a success for the 
beach hotels, they will have to start 
filling right about now and stay packed 
with customers through next month. 

“And if the season flops,” savs one 


Miami money-man, “‘at least twe 
beach hotels will go under... . | 
haven’t been able to recover fron 
year’s disaster because this seas 
far—hasn’t been so good. But th 
still time for them to make it 

Christmas business for most 
hotels was off 10% to 20%. The 
operators say, was caused by 
that halted publication of New 
newspapers and operations on [ast 
Air Lines. 

Most Miami businessmen and |! 
operators think now that the beac! 
overbuilt. New markets, they say 
to be tapped before any more 
are built. 

Caribbean: Miami hotelmen’s t 
bles are as nothing compared to t¢! 
of operators in the islands to the 
Revolution, tension, and sundry 
cal coups in those islands have dri 
the tourists away. Cuba is nearly e1 
of tourists; in Haiti, hotels are not « 
25% filled; in the Dominican Repub! 
occupancy of the hotels is on! 
above the 25% rate. 

Dictatorships and politically un 
tled islands have a hard time findi 
customers. But where there’s peace 
stability—even if there are no gamblin 
casinos—there’s plenty of business f 
Caribbean hotelmen. 

Puerto Rico—no revolutions, no 
toms inspection—is booming, aided 
part by a $90 round-trip fare from New 
York on economy flights. ‘Ihe Baham 
hit by a hotel strike last year, are having 
a season that’s just short of the 1957 
record. 

Over-all, the Caribbean tourist trad 
is running slightly behind last 
Late last vear, American Express esti 








mated that 700,000 Americans would 
tour the area this year. But the total 
might fall a bit short of that. Most of 
them will still reach the islands by air, 
but more and more cruise ships are call- 
ing at the islands. And that bothers 
some of the islands’ businessmen. Cruise 
ship passengers, they complain, don’t 
use hotels and usually don’t spend as 
much ashore as airplane passengers. 

Hawaii: The Caribbean still draws 
its U.S. tourists primarily from the 
eastern half of the nation—Westerners 
in search of an island have Hawaii. And 
Hawaii is taking more and more of 
those Westerners. In 1952, Hawaii 
checked in 60,539 visitors; in 1957, the 
total jumped to 181,748, under a new, 
more comprehensive count. Last year 
it rose slightly to 183,610. Another 
small climb is expected this year. 

Right now, Waikiki has some 4,000 
hotel rooms (double what it had in 
1953), and most of them are full. A 
few weeks ago, the crowds were so heavy 
that for a few days they overflowed 
Henry J. Kaiser’s Hawaiian Village de- 
velopment (BW—Sep.14’57,p152), and 
some had to spend the night in the 
Kaiser Foundation Hospital. 

The Southwest: Last year, Arizona’s 
tourist business set a new record. This 
vear, its numbers of tourists and the 
money they spend may climb as much 
as 20% over last year. Two new hotels 
have opened this season near Phoenix, 
and dozens of plush motels have added 
capacity. 

One big factor in Arizona’s gain this 
vear is the weather. Texans make up a 
larger part of the tourists this winter 
because their own state has been gripped 
by several severe freezes. 
¢ Snow Resorts—In sheer numbers of 
tourists, the sun can’t compete with the 
snow in winter travel business. It’s hard 
to pin down just how many skiers there 
are in the U.S. Some estimates put the 
total at 14-million, others at 4-million. 
And skiing equipment makers guess 
even more conservatively that the total 
is between 2.5-million and 3-million. 

But it is pretty well established that 
the vast majority of skiers don’t spend 
money the way sunhunters do. In New 
England, Canada, the Rockies, and 
California, skiers give mountain resort 
operators plenty of weekend business 
but, despite cut rates, comparatively 
few spend a whole week at a ski lodge. 

In the Northeast, the skiing busi- 
ness is doing about 20% better than it 
did in 1957. (Comparisons with last 
year aren’t valid, because there wasn’t 
any snow when the season was due to 
start last year.) Ski resort operators in 
Eastern Canada can’t remember when 
they've had it so good, and at some 
resorts about 85% of the customers 
come from the U.S. But California 
resorts have had a lame start to their 
season because of a lack of snow. 
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Buy-American Fuss Bubbles 


When OCDM rejected English Electric’s low bid to build 
turbines for a U.S. dam, industry and governments on both 
sides of the Atlantic renewed steaming over trade policy. 


The issue of when the U.S. govern- 
ment should “Buy American” and 
when it should buy competing foreign 
imports was pushed into the open this 
week by an electrical industry fight. 

It all started when the U.S. gov- 
ernment awarded a $1.5-million con- 
tract for two hydraulic power turbines 
for an Army Engineers’ multi-purpose 
dam at Greer’s Ferry, Ark., to a domes- 
tic company. Then the tempest broke. 
Everything but fists flew over the deci- 
sion of Office of Civil & Defense Mo- 
bilization Director Leo A. Hoegh to 
award the contract to Baldwin-Lima- 
Hamilton Co. of Philadelphia despite a 
19% lower bid by Britain’s English 
Electric Co. 

Hoegh based his decision on the fact 
that, in manufacturing turbines, Bald- 
win-Lima uses an important type of 
extra-large machine tool—called an “ele- 
phant tool’—that Hoegh ruled was 
needed for the U.S. defense program. 
Baldwin-Lima, said Hoegh, would go 
out of business if it did not get the 
$1.7-million Greer’s Ferry contract, and 
the national security would be hurt if 
these elephant tools were lost. 
¢ Repercussions—In angry rebuttal, 
English Electric Co. representatives in 
Washington recalled statements by Rep. 
Hugh Scott (R-Pa.), now a senator, dur- 
ing last fall’s election campaign. These 
indicated he had advance information 
that Baldwin-Lima would get the con- 
tract even before the case went to the 
OCDM for a ruling. 

Secy. of State John Foster Dulles, 
while defending Hoegh’s ruling, de- 
plored the timing. Chmn. Hale Boggs 
(D-La.) of the House trade policy sub- 
committee announced an intention to 
hold hearings on the case. In the past 
four years, says Boggs, Baldwin-Lima 
“has sold $21-million worth of equip- 
ment to the British National Coal 
Board alone.” 

British Ambassador to Washington 
Sir Harold Caccia filed a protest with 
the State Dept. In London, there was 
talk of British buyers curtailing Ameri- 
can imports in retaliation. Radio Mos- 
cow cited the case as an example of 
U.S.-British economic “interdepend- 
ence” —“the interdependence of a hun- 
gry diner and a beefsteak.” 
¢ Buying American—On the Greer’s 
Ferry turbines, Hoegh ruled under the 
Buy-American Act, which covers gov- 
ernment purchases only. The Buy- 
American Act gives domestic companies 
federal contracts unless foreign com- 


petitors’ bids are at least 6% lower. If 
the domestic company is in an eco- 
nomically distressed area, the differen- 
tial under the act is upped to 12%. 
But the act also contains a “defense- 
essential” criterion similar to Sec. 8 of 
the Trade Agreement Law, which al- 
lows federal agency heads complete dis- 
cretion to ignore any low foreign bid 
on grounds of national security. 

¢ Industry Petition—General Electric 
and the National Assn. of Electrical 
Manufacturers have pending before 
Hoegh’s agency a broad petition, filed 
last March, for a finding that all heavy 
electric equipment is “defense essen- 
tial” under Sec. 8 of the Trade Agree- 
ment Law, and that all competing im- 
ports should be curtailed or banned. 

Ironically, the GE-NEMA petition 
concedes that competing imports of 
heavy electrical equipment are not de- 
stroying the domestic industry, though 
some industry executives admit they 
are bothersome. The GE-NEMA plea 
asks that imports be curbed on na- 
tional security grounds because, they 
claim, foreign goods are less dependable 
than domestic equipment, harder to 
service in time of war and emergency, 
and less certain of delivery when 
needed. 
¢ Foreign Rivals—The turmoil over the 
Greer’s Ferry case has brought to a 
head the competition between domestic 
and foreign suppliers of generators, 
switch gear, transformers, and the like. 
This has been increasing in bitterness 
ever since foreign companies began 
penetrating the U.S. market in 1952. 
At that time, English Electric ended 
a tie-in with Westinghouse to invade 
the domestic market on its own. 

In Buy-American cases since then, 
some contracts have gone to domestic 
bidders, others to foreign companies. 
Industry petitions for a general defense- 
essentiality ruling by OCDM have so 
far been turned down. 

Under the new Reciprocal Trade 
Agreement Act extension last summer, 
however, OCDM is required to take 
into account new considerations in 
such rulings, including the over-all 
economic effect of imports on domestic 
industries and the domestic economy. 

State Dept. staffers say foreign sup- 
pliers are determined to make a fight 
out of the Greer’s Ferry case, as well as 
the GE-NEMA petition. They con- 
tend the U.S. has invited foreign bids, 
now is slapping them down even when 
they meet all requirements. 
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Paying Health Costs of the Aged 


@ The problem flares up, at a time when more peo- 
ple are living longer and medical expenses grow fatter. 


@ Chicago insurance company has big sales with a 
low-cost group hospitalization policy for over-65s. 


@ In Congress, a bill will seek to tie liberal protec- 
tion onto Social Security benefits. 


The tough old problem of health 
costs for the aged hit the headlines 
this week. A Chicago insurance com- 
pany captured attention with a high- 
pressure campaign to sell group hospital 
insurance for over-65s. And in Con- 
gress, a bill was being drafted that 
would provide extensive—and expensive 
—health insurance for all beneficiaries 
of Social Security. 

The explosion of activity came from 
long pent-up steam. People live longer, 
so the number of over-65s is rocketing 
—more than 14-million now, with 21- 
million expected by 1975, and 27-mil- 
lion by the turn of the century. Many 
of them, after being covered by com- 
pany hospitalization plans during their 
working years, discover that they are 
left naked of coverage when they retire. 
Many also discover—what should be ob- 
vious—that oldsters on the average have 
much bigger medical expenses than 
younger people. 
¢ Labor Pressure—The unions, pushed 
by their ever growing army of retired 
members, demand action by employers, 
or the government, or somebody. But 
the unions seldom generate as much 
pressure in this direction as they do in 
seeking the aspirations of active, dues- 
paying members. 

Programs for old aged health protec- 
tion have active foes as well as friends. 
The American Medical Assn. is in the 
forefront, seeing “socialized medicine” 
under this bed, too. 

Friends and foes alike had been 
quiescent until the last couple of weeks, 
when Chicago’s Continental Casualty 
Co. broke out in a rash of full-page ads 
for its 65 Plus hospitalization plan. In 
a saturation drive in seven Eastern 
states, Continental sold group policies 
to 250,000 over-65s—including 50 cen- 
tenarians. At the same time, Mutual 
of Omaha reported that its similar plan 
got an equally enthusiastic reception in 
a test drive in a four-state area in the 
South. Mutual predicted that 12 to 15 


more companies would tag along 
“within the year.” 
¢ All Comers—Continental offered 


policies to all aging comers, regardless 
of medical history. Stripped down, its 
terms were hospitalization costs up to 
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$10 a day for 31 days per confinement, 
plus up to $100 for lab costs and the 
like, and a $5-to-$200 schedule of sur- 
gical fees. The cost: $6.50 a month, 
with the company barred from cancel- 
ing policies or raising premiums except 
for the whole group. 

Continental’s plan was _ variously 
criticized as being inadequate and as 
being too generous. Generally, it was 
agreed that its benefits would merely 
ease, but not meet, the costs of pro- 
tracted illness, and that the company’s 
experience should provide valuable cost 
data for future plans. 

Continental insists that 65 Plus is 
strictly designed as a money maker and 
not a “loss leader,” and that it is not 
swallowing losses just to get “institu- 
tional exposure.” The company says 
that its two-week to four-week selling 
drives, with group policies, limited tar- 
gets, and saturation advertising enable 
it to cut deeply into that insurance 
bugaboo, acquisition costs—that is, the 
cost of selling the policy. On 65 Plus, 
it claims that “it will have amortized 
acquisition costs of the program by the 
end of the year.” 
¢ Action in Congress—On the legisla- 
tive side of health programs, Rep. Aime 
Forand (D-R.I.) is busy drawing up 
the 1959 version of his bill to tack the 
insurance onto Social Security, and 
labor has promised its support. A year 
ago, Forand tried a very sweeping bill, 
which was allowed to expire in com- 
mittee. This time, he plans to ask less, 
and is getting more of a hearing. 

Essentially, Forand’s upcoming bill 
would cover all Social Security benefi- 
ciaries for: 

¢ Hospital charges for up to 60 
days each year. 

¢ Some surgical expenses. 

¢ Nursing home costs for 120 
days for patients who had previously 
been hospitalized. 

Foes of the bill are already rallying, 
with their fire zeroed in on the nurs- 
ing home salient. Says James Stuart of 
the Blue Cross Assn.: “Just think of all 
the families that will rush aged rela- 
tives into nursing homes at the gov- 
ernment’s expense.” That loophole, 
and a general dearth of actuarial experi- 


ence, makes it hard to guess what the 
Forand bill would cost. But everyonc 
agrees that cost couldn’t be less than 
$1-billion a year to start and a lot morc 
later. Costs would be split, like the rest 
of Social Security, between employe: 
and employee. 

¢ The Prospects—The insurance indus 
try tends to think of the 1959 Forand 
bill as a frightening nightmare, where- 
as it dismissed the broader 1958 ver 
sion as a socialist pipedream. ‘Trace 
observers think he won’t push it too 
hard this year, but will reserve his heavy) 
guns for 1960 and the Presidential cam 
paign. They point out in his favor that 
he is now No. 2 man on the Powerful 
Ways & Means Committee, that wel 
fare-minded congressmen were elected 
in batches last fall, and that there is a 
tendency to extend Social Security in 
every election year. 

The unions, of course, are backing 

Forand, but just how strongly is moot 
One consultant remarks: “Getting co. 
erage for retired workers would cost 
2¢, maybe 24¢ an hour. But that 24¢ 
has to be weighed against all the othe: 
demands of the members. When it 
comes to a decision, the leadership isn’t 
likely to listen to the guys who have 
stopped paying dues.” Up to now, 
AFL-CIO has tried to get the govern 
ment to help the retired worker—with 
out using up any of its own bargaining 
power. 
e Lower Fees—On the against side arc 
the lobbies of the AMA and the insu 
ance industry. AMA has even tried to 
ease the pressure by asking doctors to 
prune fees for the over-65s. As the 
AMA hates socialized medicine, so does 
the insurance trade hate socialized in- 
surance. As one counter move a few 
big life insurance companies have be 
gun writing non-cancellable policies on 
healthy persons up to 60, or even 65 
In the 10 areas where Blue Cross has 
unlimited membership, the elderly can 
get low rate hospital coverage. 

In business generally, companies that 
offer paid-up life insurance to employees 
are sometimes allowing the workers to 
tap the policies for medical expenses 
But that, of course, shrinks the death 
benefit. 

Quite a few companies are looking 
into possibilities of post-retirement co\ 
erage for employees. One outfit that 
tried it offers this experience: “We 
figured if we don’t do it, the govern 
ment will. Contrary to what you might 
assume, Our program is not costing us 
a lot. For one thing, we’ve had medical! 
control over these employees for years, 
so that we aren’t carrying bad risks that 
we might have to under a federal pro- 


gram. 
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In Business 


Canadian Airline Cracks Monopoly 
Gets One Trans-Canada Flight a Day 


Globe-circling Canadian Pacific Airlines, stibsidiary 
of Canadian Pacific Ry., finally achieved last week its 
long-sought goal—it cracked the 20 year monopoly of the 
lucrative cross-Canada air route held by government- 
owned Trans-Canada Air Lines (BW—Mar.15’58,p63). 

But, free-enterprising CPA got only one finger in the 
crack. Canada’s Air Transport Board gave it permission 
for one return flight daily from Vancouver to Montreal, 
with stops at Toronto and Winnipeg, instead of the five 
daily trans-continental flights CPA had asked. 

CPA, which just managed to squeak through in the 
black in 1958, has always looked with frank envy on the 
high-density, cross-Canada runs. But privately, it’s pleased 
with even its fractional victorv, which links its eastward 
and westward international runs. 

l'rans-Canada was created as a government line by 
the former Liberal regime, and the Conservative oppo- 
ition promised relief for CPA and open competition. 
But the Diefenbaker regime, once in power, bolstered 
by an economist’s report (BW —Jul.12°58,p38), cut CPA’s 
creams down to size in carrying out this pledge. 


Richfield’s Underground Atom Blast 
For Oil Shale Nears O.K. by Canada 


Richfield Oil Corp. this week seemed well on its way 
to getting permission by the Canadian government to 
set off a small atom bomb 1,200 ft. below ground in its 
tar sand holdings at Lake Athabasca. 

Richfield is one of several U.S. companies that want 
to find whether the heat of an underground A-blast will 
release oil now locked in shale deposits (BW —Oct.4'58, 
p46). Dr. John Convey, head of the government “feasi- 
bility committee” set up to study Richfield’s plan, now 
says he hopes the first bomb will be set off next winter. 

Meanwhile, AEC and the Bureau of Mines in Wash- 
ington hope to set off underground blasts in Colorado 
late this summer as part of Project Plowshare, the U.S. 
program to develop peaceful uses of the atom. But 
industry observers are still wary lest atomic development 


remain a pawn of the cold war (BW—Jan.17°59,p34). 


CAB “Blesses” Airline Mutual Aid, 
May Approve Hike of All Jet Fares 


The “mutual assistance” pact under which a strike- 
bound airline gets financial help from carriers that are 
still flying has the qualified blessing of the Civil Aero- 
nautics Board. 

CAB says the pact, which has been attacked by or- 
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ganized labor, “is not adverse to the public interest.” 
Both labor and management are concerned over possible 
application of the principle to other industries. ‘lhe 
struck airlines would be paid by other carriers to which 
their traffic had been diverted. 


CAB is speeding its study of whether higher fares 
are justified for jet airline service. An about-face last 
week indicated the answer will be “yes” for both 
coach and first-class seats. Reversing a decision made a 
few days earlier (BW —Jan.24'59,p38), the board said 
American Airlines could slap a $10 surcharge on both 
coach and first-class tickets for jets, instead of just first 
class. 

€ 2 * 


Comeback for Electric Auto 


The simplest and quietest auto ever developed—the 
electric—will try a return engagement in April when Stin- 
son Aircraft Co. delivers 500 of its Charles Town-Abouts 
for use bv nieter readers of the San Diego electric utility. 
In July, another 500 will have a similar test in Atlantic 
City. 

Ihe $2,000 Town-Abouts can do 58 mph., with a 
77-mile range after an overnight off-peak charge from a 
110-volt outlet. In many areas, operating costs might be 
lower than with gasoline; utilities estimate that 25,000 
of the cars in an area would mean annual power sales 
of $1-million. 


High Court Lets Two Rulings Stand 


The Supreme Court allowed these decisions to stand: 

¢ Three food suppliers—General Foods, Hunt Foods, 
and Morton Salt—violated Robinson-Patman by adver- 
tising in Woman's Day, then owned and distributed by 
A&P, without making proportionately equal payments 
available to competing retailers. The reasoning: A&P, 
as owner of the magazine, in effect got a rebate from 
the suppliers. 

¢ Philco may challenge renewal of radio-T'V station 
licenses in Philadelphia held by NBC. Even though 
Philco does not broadcast, FCC must now consider its 
efforts to disqualify NBC as a station operator on these 
grounds: Special mention of RCA—which competes with 
Philco—on NBC stations gives RCA a competitive advan- 
tage. 


All’s Happy at Crane Co. 


Crane Co. management has averted a possible proxy 
fight by adding four new names to its slate for next vear, 
raising the board from seven members to 11. 

Two of the additions are Thomas Mellon Evans, chair- 
man of H. K. Porter Co., Inc., and Alfons Landa, presi- 
dent of Penn-Texas Corp., who has indicated they might 
fight for seats (BW-—Jan.17°59,p36). The other new- 
comers are E. A. Locke, Jr., president of Union Tank 
Car,—who is thought to be the choice of Gurdon Wat- 
tles, Crane director and chairman of Electric Auto-Lite, 
which owns 13% of Crane stock—and Robert Crane, of 
the founding family. 
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The SS Edward L. Steiniger, 
named for Sinclair’s president, 
speeds out for another cargo. 


A Capital Ship for a Profitable Trip 


“The finest work horse in the Sinclair fleet” isthe ity such as petroleum. Tailored to the special 
way W. N. Damonte, manager of marine opera- requirements of the Corporation’s domestic and 
tions, describes this new 44,000-ton tanker. A foreign operations, these tankers contribute mark- 
high-speed ship, with no frills, she was built with edly to Sinclair's profitable growth. 
one thought in mind — rock bottom per-barrel 
carrying costs. 

The Edward L. Steiniger brings to almost half a 


million tons the cargo carrying capacity of tankers > 4 os Cc L A f Fe 


serving the integrated Sinclair organization. These 


ships provide the economical transportation so A Gr eat Name in Oil 


essential to a business dealing in a bulk commod- 


SINCLAIR OIL CORPORATION «+ 600 FIFTH AVENUE ¢ NEW YORK 20,N.Y. 














Center flange guides rollers to peak performance. 





Consider every design feature 


and you'll choose Torrington! 


Torrington has compromised none of the operating design features of its 
Spherical Roller Bearing, because application experience has proved them 
essential to superior bearing performance. 

There’s no substitute for the stabilizing effect of the integral center guide 
flange. Torrin-ton’s asymmetrical roller seeks this flange under load. 
Skewing and stress concentrations are eliminated. Every roller carries its 


share of the load, for roller diameters are matched electronically within 


.0001" for even load distribution. 

Rollers are precisely spaced by fully machined land-riding bronze cages 
that withstand even the high stresses of eccentric service. Two independent 
cages, one for each row, prevent roller drag and side stresses under thrust 
loads. Size-stabilized races prevent “growth” or change in dimension in 
service. 

These features mean a cooler-running, longer-lasting bearing. When you 
buy bearings, look into every detail, and you'll choose Torrington. The 
Torrington Company, South Bend 21, Ind.—and Torrington, Conn. 


TORRINGTON BEARINGS 


District Offices and Distributors in Principal Cities of United States and Canada 


Roller diameters are matched electronically within .0001”’. 


Land-riding bronze cages are fully machined. 
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Superior performance features of 
TORRINGTON SPHERICAL ROLLER BEARINGS: 


@ Integral guide flange for roller stability 


¢ Asymmetrical rollers seek flange for 
positive guidance 


© Electronically matched rollers 

© Size-stabilized races 

® Fully machined land-riding bronze cages 
© Controlled internal clearances 

@ Even load distribution 

@ Inherent self-alignment 


© Long service life 


Send for new Spherical Roller Bearing 
Catalog No. 258 


SPHERICAL ROLLER - TAPERED ROLLER - CYLINDRICAL ROLLER + NEEDLE - BALL - NEEDLE ROLLERS + THRUST 
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SERVICE 


You now have the buildup for the Eisenhower-Congress showdown. 


With Congress less than a month old, the situation holds every promise 
of being a rather spectacular affair—something that will busy historians for 
years. Developments during the week support this. Furthermore, they 
indicate that businessmen will be subjected to more than the usual political 
pulling-and-hauling. 


Start with the GOP at Des Moines. Republican leader Alcorn came right 
out and said the GOP is tied too tightly to business. 


Pres. Eisenhower called on his party to get out and work all the time, 
not just in election years. 


Simpson of Pennsylvania, a veteran GOP House leader, immediately 
wanted to know whether Eisenhower, himself, would participate in this 
program and help spell out party aims +o bring voter support. 


Goldwater of Arizona, one of the few GOP senators who survived the 
Democratic flood in November, urged his party to stop trying to be a sort 
of New Deal, and thus to give the voters a real choice. 


The diversity of views is reflected here in Washington. Eisenhower is 
giving every indication that he will back his balanced budget to the limit. 
In fact, his whole legislative program, now unfolding, is keyed to the 
theme of fiscal responsibility. This week, many of his points are running 
head-on into collision with Democratic proposals, many of them wearing 
what has come to be called the liberal label—a higher price tag. 


The new farm program is an example. 


Eisenhower isn’t happy about his message. It’s vague, with many key 
details left up in the air. He had hoped to be precise, but— 


A backstage dispute developed, between Agriculture Secy. Benson 
and Budget Director Stans. 


Stans wants a ceiling on farm price props—a law that says the govern- 
ment can spend so much and no more to support the prices of corn, wheat, 
cotton, etc. That would ease his bookkeeping job and make it clear at the 
start of the year just how much farm programs would cost. 


Benson says it won’t work. He wants to follow along with his own 
program of reducing price supports and easing acreage controls. That 
program has been costly over the past several years, both in dollars and in 
GOP farm seats. But it’s still what Benson wants. He sees Stans’ plan as 


having some money-saving possibilities but at the cost of a tremendous 
political liability in 1960. 


The Democrats will offer a substitute. It hasn’t been firmed up, yet. 
The idea of the political strategists is to give the farmers something big in 
the way of price supports. It will be costly, but, the Democrats reason, 
Eisenhower will veto it. The end result will be that the White House will 
be stuck with what it now has, and with angry farmers next year. 


The Democratic Congress will ignore Eisenhower on labor. The plan 
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is to go ahead with the mild Kennedy bill, which came close to passing last 
year. The Kennedy measure is O.K. with most big union leaders. 


A veto is threatened. Republican White House advisers argue that there 
is no use in accepting a weak union cleanup bill. The unions won’t support 
the GOP, under any conditions. A veto, on the other hand, as the argument 
goes, would help establish in the public mind the big union influence in the 
Democratic Party—the payoff, so to speak. 


The spending clash is building up on several fronts. 


Eisenhower is weakest on defense. Odds are he will take whatever the 
Democrats vote over his own $40.9-billion. He can control the outgo. A veto 
of such a major appropriation bill has few precedents. 


Aid for airports is in a different category. Odds are that the President 
will send this Democratic bill back—veto it. 


So is the Democratic housing program. This is a case where the Demo- 
crats will pass a second bill, if they can’t override a veto. 


Urban renewal is in the same boat. Eisenhower will take a little. But 
he won’t take the billions Democrats back. 


What’s being done to build up a veto bloc—a GOP-conservative Demo- 
cratic coalition to back the President? 


White House advisers say “nothing.” In fact, the men who work closest 
to the President insist that the veto decision will be left entirely up to Con- 
gress, with no White House influence exerted at all. It could happen that 
way; the White House has shown ineptness in the past. The best guess is that 
before the first real test comes, “educational” work will be done. The Presi- 
dent can use federal jobs to get Democratic as well as GOP backing. 


Note the Treasury’s tax staff—the changes made lately. There will be 
no general relief bill this year. But Eisenhower is thinking about major 
reforms next year. Here are the top men, at the thinking level: 


Fred C. Scribner, Treasury Under Secretary. He takes over from Dan 
Throop Smith, now resigned. Smith was Anderson’s deputy for tax policy. 
Now that top job goes back to the Under Secretary. 


David A. Lindsay, head of the department’s legal advisory staff, will take 
over Smith’s liaison duties with Congress. In this capacity, Lindsay will be 
the contact man with the Ways & Means and Finance Committees. 


Henry Wallich, former Yale professor, also figures in the tax picture. 
He is a special assistant to Anderson. The ideas of the department’s 
researchers will filter through Wallich and Lindsay to Scribner. 


Inflation note: Eisenhower advisers see a stable price trend until 
next summer. Then, they fear that the combination of the steady recovery 
from the recent slump, plus new wage contracts, especially in steel, will 
give a fresh lift to living costs. The President wants no direct controls. 
The result may be a decision to take another crimp in the money supply, 


with borrowing costs moving into new high ground, just ahead of the 1960 
elections. 
Contents copyrighted under the general copyright on the Jan. 31, 1959, issue—Business Week, 330 W. 42nd St., New York, N. Y. 


























C &O Ry. #368 ACRES — 


NINTH StTRe Er 






TROY AVENVE 


Marion is a friendly city of 35,000 just about 
midway between Chicago and Cincinnati. 
Larger plants in the immediate area include 
Anaconda Wire & Cable, Dana Corp., Delta 
Electric, Foster-Forbes Glass, General Motors, 
General Tire & Rubber, Owens-Illinois Glass, 
Paranite Wire & Cable Div. of Essex Wire Corp., 
RCA. There is a good supply of skilled labor, 
and labor relations have been exceptionally good. 


The site shown above is just outside the Marion 
city limits, on the Chesapeake and Ohio Rail- 


st 


368 acres 





Chesapeake and Ohio Railway 


SERVING: Virginia « West Virginia *« Kentucky «+ Ohio 
indiana + Michigan « Southern Ontario 













MILLER A 


CHOICE 
INDUSTRIAL 
SITE at Marion, Indiana 


way tracks, and is open to reciprocal switch- 
ing. It is practically level, has good drain- 
age, and is zoned for heavy industry. All utilities 
are available. 


Complete Industrial Surveys of this and other 
Indiana sites are available to interested com- 
panies. Inquiries are handled in complete con- 
fidence and without obligation. Address: Wayne 
C. Fletcher, Director of Industrial Develop- 
ment, Chesapeake and Ohio Railway, Hunting- 
ton, West Virginia. Tel.: Jackson 3-8573. 












Discover the difference in Sylvania... 


fe 
Sylvania light buibs y Sylvania Sliver 


»yme are made White Mercury 
npany that Lamps give you 22% 
pioneered many firsts = more light than 


TeMt: Laldial: | other types 











On the worlds most experienced airline 





“Pan American’s new 


Jet Clippers have everything 


designed for passenger 





comfort—including fluorescent 


cabin lighting by Sylvania” 








—Willis G. Lipscomb, Vice President, Traffic and Sales, 


Pan American World Airways 


Now in transatlantic service for Pan American 
World Airways, the 707 Jet Clippers* set a 
new high in aircraft design. Cabin lighting in- 
cludes Sylv ania Fluorescent Lamps—the last 
word in lighting engineering. 


Sylvania Fluorescents now have the highest 
light output ever achieved by any conv entional 
fluorescent lamp—an extraordinary new de- 
velopment of the Sylvania Laboratories. T hey 
produce far more light from the same wattage 

. they burn brighter throughout useful famp 
life ... they offer more light at lower cost than 
all other brands. Consistently ahead in fluores- 
cent lamp improvements, Sylvania has grown 


at a rate far greater than that of the entire 
lighting industry. 

You'll discover the same kind of superiority 
in Sylvania mercury lamps for streets, high 
ways, airports and in Sylvania incandescent 
light bulbs for home and industry. 


To learn how Sy lvania gives you more light 
at lower cost, write for free booklet, ‘ ‘How to 


make lighting a better tool for profits.” 
*PAA Trade Mark, Reg. U.S. Pat. Off 


SYLVANIA LIGHTING PRODUCTS 
a Division of Sylvania Electric Products Inc 
Dept. 9L-1401, 60 Boston Street, Salem, Mass. 
In Canada: Sylvania Electric (Canada) Ltd. 
P.O. Box 1190, Station “O,” Montreal 9 


SF SY LVANIA.... nicer orowins name in stm 





Syivania Fluorescent 
lamps maintain more 
than 7% greater 
output throughout 


useful lamp tite 





MARKETING 
NETWORKS:Halfway through the big program 
season, they face these problems 





ccodee 15 evening shows —such as Jackie Gleason, Ed 
Wynn, and Eddie Fisher — already dead or to get ax. 

e¢eee¢ Government forces nets to abandon some operating 
practices, others come under attack. 





big brother e¢eeee More investigations — of ratings, multiple station 


ownership, licensing — on the way. 


under pressure ,..... Program critics become more vocal — even from 


within the industry itself. 


eeeeee These advertising figures show what's wrong: 





1950 1957 1958 (est.) 
Network .......$196.3-million. .... $ 66.6-million. .... $ 65.0-million 
National spot ... 135.8-million..... 193.2-million. .... 200.0-million 
RA D | Oo Mens. SA. 6 «ener 273.3-million. .... 362.7-million. .... 365.0-million 
eeeeee Nets operating at a loss; try new tactics, such as 
can the nets CBS-Radio’s Program Consolidation Plan which in- 
justify their cludes sharp cut in network programing. 


eeeeee Competition from companies springing up to com- 
pete with networks’ function of supplying programs 
to stations poses added threat. 


How Nets Are Working Them Out 


existence? 


(he table above summarizes some of sagged, network revenue totaled about New business is coming their way. 
the formidable challenges that TV and $720-million last year, 9% higher than Last week, Kellogg Co. signed a 52 
radio networks face as the 1958-59 pro- previous vear. Network billings for the week program contract at CBS; NBC 
gram season reaches the halfway point. first 11 months of 1958 rose to a record _ put Helene Curtis, Inc., under contract; 


But the issues that confront network $512.6-million, about 10% above the and ABC "wees a Massey-Ferguson, 
['V and network radio derive from al- comparable 1957 period. The nets Inc., into TV for the first time. 


t contrary circumstances. aren't out of the recession yet, due to © Snags—But even as they make future 
(he three TV networks—American — the lag in contract commitments made plans, networks admit to some prob- 
Broadcasting Co., Columbia Broadcast last vear. They still have 16 unsold — lems that, to a large extent, are products 
ing System, and National Broadcasting _ half-hour segments, compared with 28 of the success they enjoy. 
Co.—have experienced a decade of tre- half hours of unsold time last August Programing to serve ‘I’V’s voracious 
mendous growth that has thrust them (BW —Aug.9°58,p47). demand for new material forms a crucial 
into a commanding position in the ¢ New Confidence—Figures like these area. Mortality among programs—any 


broadcasting industry. Their problems reveal that the networks have main- network’s main source of strength—is 
involve pressures aimed at changing the tained a brisk pace. Oliver Treyz, severe. Already, the three nets have 


patterns that up to now have been work- ABC’s young president, says, “We dropped 15 shows from their evening 
ing successfully for them. have cleaned out all our deals, our spec- schedules, a record number of failures 
Conversely, the radio nets—the three ial concessions, and profits are im-_ so early in a season. 
companies already named plus Mutual _ proved.”” Similarly, Louis G. Cowan, An immediate cause of the current 
Broadcasting System—have suffered se- president of CBS T’'V network, points wave of cancellations is the recession- 
rious setbacks. to his company’s nine-months’ state- inspired insistence by advertisers last 
A look at developments in both fields ment showing the highest earnings in fall on short-term commitments. But 
brings the issues into focus. its history. The over-all signs bear out behind this is T'V’s growth itself, with 
Cowan’s estimate that the whole indus- the consequent skyrocketing costs of 
The TV Picture try did well. sponsoring programs. Under cost pres- 


This air of confidence contrasts sure, advertisers demand fast results in 

Network TV is emerging from the sharply with the obvious concern of terms of large audiences. 
recession in healthy shape. While last fall. Now, network leaders are ¢ Criticism Bites—A consequence of 
newspaper and magazine revenues optimistic about this year’s prospects. this pressure is a strong trend to dupli- 
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cate successful shows, in the hope of 
avoiding flops. Currently, eight of the 
top 10 shows are Westerns. Altogether, 
the networks include 28 such shows in 
their evening schedules. 

Critics continue to lash the networks 
for the sameness of most programing 
and its trivial content. Now, within the 
industry, spokesmen such as news com- 
mentator Edward R. Murrow and ad 
agency presidents such as Emil Mogul 
and John P. Cunningham have uttered 
harsh words about what Cunningham 
calls “the plethora of pallid and repeti- 
tive programing.” 

So far, such criticism has hurt only 
the networks’ feelings. They point out 
viewing is up, with big audiences watch- 
ing the shows the critics deplore. Set 
ownership is up and ad agencies, despite 
cutting remarks, are not rushing to 
sponsor culture. 
¢ Pressures—On the other hand, net- 
works fear that so much criticism will 
weaken their ability to resist attacks 
from Washington. Last month, both 
CBS and NBC yielded to pressure and 
abandoned the practice of “must-buy” 
requirements. These requirements stip- 
ulate the minimum number of stations 
an advertiser has to buy in order to ad- 
vertise over the network. Now govern- 
ment attack is centering on an even 
more crucial practice—option time (the 
number of hours in the broadcast day, 
specified in a network-station affiliation 
contract, that a station must make avail- 
able to the network for programs). 

Last week, the Federal Communica- 
tions Commission decided that option 
time is legal and necessary. In doing 
so, it disagreed with both an FCC 
staff report and the Justice Dept. who 
say the practice probably violates anti- 
trust laws. Many industry observers be- 
lieve that Justice will file suit this vear 
to end option time. 

The option time arrangements give 
networks assured access to station time 
during the most popular viewing hours. 
Should this access be limited, plenty of 
other program packages are waiting to 
move in with a direct approach to sta- 
tions. And the development of video- 
tape recording as a superior means of 
distributing shows makes the danger 
even more acute. 

Along with option time problems, 
the nets also face trips before investi- 
gating committees in Washington. 
Next month, for example, the Senate 
Commerce Committee opens hearings 
on network use of rating systems in 
programing. 


ll. Radio Static 


While TV nets cope with growth 
problems, their blind radio cousins are 
scrambling to find a new place in the 
sun. 

In the face of over-all radio growth, 
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NOW...these major industrial rubber 
product lines from a single source 


Ihermoid Quaker 
ermoic 









INCREASED 
NATIONWIDE COVERAGE 


GASOLINE HOSE 


With the recent merger with Thermoid, Porter’s ability to serve you 
with top-quality industrial rubber products is expanded manyfold. Com- 
plementary ““Thermoid” and “‘Quaker’’ lines now allow you to deal with 
a single source—your former Thermoid or Quaker distributor—for the 
entire range of products shown here. To you, this joining of Thermoid 
and Quaker means faster service, closer by, than ever before. Thermoid 
Division, H. K. Porter Company, Inc., Tacony & Comly Sts., Philadelphia 24, Pa. 


THERMO/D 
DIVISION 


H.K.PORTER 
COMPANY, INC. 





Divisions: Connors Steel, Delta-Star Electric, Disston, Forge and Fittings, Leschen Wire Rope, 
Refractories, Riverside-Alloy Metal, Thermoid, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 
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DO YOU 
HAVE 

ONE FOOT 
IN THE 
BUSINESS 
GRAVEYARD? 


Poor inventory management 
causes more business failures 
than any other single factor! 
Inventory mismanagement is not 
always obvious —it’s an 
insidious threat, a business 
malignancy, eating into profits 
so quickly and so deeply it’s 
been called the Graveyard of 
American Business. Why not 
examine the health of your own 
inventory control. Unless 

your system — 


@ Provides Facts — Not Fiction 


@ insures Maximum Stock 
Turnover 


@ Minimizes Nonproductive 
Carrying Costs 


@ Assures “Lean But Adequate” 
Stock Levels 


@ Saves Significant Clerical Time 
© Eliminates Requisition Writing 


@ Permits Timely Purchase and 
Followup 


@ Frees Valuable Working Capital 






You need 
V1Slrecord! 


Write now 
(or clip and 
attach this ad to your 
letterhead) for 
“VISIrecord Inventory 
Control’’—the ultimate 
in profit protection. 





1 Address Dept. BW-1 
mi * 
visirecord, Inc. 


375 Park Avenue, New York 22, N.Y. 


The world’s fastest visible record keeping system 


auf. } A. A A A A a s. 
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. . . many feel radio has 
more excitement and punch 
in many areas than its more 


47 


timid relation . . . 
STORY starts on p. 42 


the networks are losing millions of dol- 
lars a year. Two of them—ABC and 
Mutual—have faced extinction in the 
past two years. Many industry observers 
say privately that no matter what the 
nets do, there won’t be enough to sup- 
port four radio networks. 

Despite such burdens, the radio nets 
are selling hard, and except for NBC 
radio, are retrenching in an effort to 
save what they can. 
¢ Cutting Back—CBS-Radio’s Program 
Consolidation Plan illustrates what is 
happening. Under this plan, adopted 
last month, CBS gives its affiliates pro- 
grams on which they may sell time— 
in return for specified hours in which 
the network may program and sell its 
own shows. The plan also calls for a 
sharp cutback in network program- 
ing. 

A basic purpose of this plan, other 
than cost cutting, is to get programs 
accepted (or “cleared’’) on afhliated 
stations. As big entertainment moved 
out of radio into TV, many stations de- 
cided they could supply their own needs 
in the form of a diet of music and news. 
CBS hopes that by making less demands 
on affiliates’ time it can assure accept- 
ance of its remaining shows 

NBC is trving a different route. Fol 
lowing Chmn. Robert Sarnoff’s recent 
affirmation of faith in network radio, 
the net is adding new shows. 

For stations that want programs 
without the expense of a network affilia- 
tion, several new companies have ap- 
peared—including International Trans- 
missions, Inc., and Radio Press—to sell 
news services on a fee basis. 
¢ High Cards—Radio network leaders 
are optimistic about the future. ABC’s 
Vice-Pres. Edward J. DeGray savs that 
his network “will begin 1959 with the 
brightest prospects in the past five 
vears. 

CBS-Radio Pres. Arthur Hull Haves 
says that since the inception of his 
PCP, CBS has signed up $4-million 
in new business. NBC reports $7-mil- 
lion network sales since November. 

The radio networks point to what 
is undeniably a strong card—their leader- 
ship in news gathering, reporting, and 
analysis, their big names and personali- 
ties. The furor over Edward R. Mur- 
row’s broadcast ‘““The Business of Sex” 
bears out what many people feel—that 
radio has more excitement and punch 
in many areas than its more timid 
relation. END 





“Sticky Fingers” 
got you worried? 






call the 
ANCHOR MAN 


-expert in 
industrial protection 


You can stop this character and 
dozens like him with one phone 
call to your local Anchor Fence 
Man. He’ll show you how an 
Anchor chain link Fence can plug 
up “leaks” that may be costing 
you dearly in stolen property . . . 
and employee morale. The Anchor 
Man is trained to spot weak areas 

parking lots, tool cribs, storage 
areas, etc. and make suggestions 
for sure protection against theft. 
Call your local Anchor office now. 


Send for free Anchor 
Fence catalog to: y 
ANCHOR FENCE j 
6520 Eastern Ave. 
Baltimore 24, Md. 








Division of ANCHOR POST PRODUCTS, INC. * 





Plants in: Balto., Md.; Houston, Tex. ; Whittier, Cal. Sold direct 
from factory branches and warehouses in all prinoipal cities. 
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Price Cutting... 


... by retailers is creat- 
ing such havoc that manufac- 
turers are taking drastic steps 
to stabilize prices. 


In quick succession, important manu- 
facturers of consumer durables have 
taken steps to curb retail price cutting. 
The passing of fair trade as a workable 
device (BW —Mar.8’56,p26), the rise of 
the discount house, plus the relentless 
flow of goods, have brought chaos to 
the retail price picture. Consumers on 
the lookout for goods have faced not 
one or two, but three, four, or five 
prices of the same product. 

Manufacturers are swinging to the 
view that such chaos not only shrinks 
profits. It develops such a state of 
confusion in the consumer’s mind that 
a would-be buyer may just call the whole 
thing off. Belatedly, some _ retailers 
think, manufacturers are trying to bring 
order into the chaos. 
¢ Tactics—They are not all trying the 
same tack. Some are going the route 
of withholding cooperative advertising 
from dealers who advertise at too low 
prices. Some are trying more direct 
distribution channels. Some are cut- 
ting prices—and profit margins—all 
down the line. In at least one case, the 
explicit purpose is to substitute for 
profits via high margins profits via 
higher turnover—the basic discount 
house concept. Underlying all the 
moves is a more or less tacit admission 
that the retail price has often been un- 
realistically high. 

Here is a rundown of what has 
happened: 

¢ Sunbeam Corp. late in Decem- 
ber announced its experimental plan 
of selling through distributors on con- 
signment in the western market (BW— 
Dec.20’58,p87). It established floors be- 
low which its franchised dealers may not 
advertise prices. 

e Two weeks ago, General Elec- 
tric Co.’s Housewares & Radio Receiver 
Div. also set a floor on advertised re- 
tail prices; the company will not pay 
for cooperative advertising that goes 
below this floor. 

e Last week, Schick, Inc., an- 
nounced a new, direct factory-to-retailer 
program, pared its electric shaver prices 
substantially. 

¢ Last week, distributor Graybar 
Electric Co. started a test plan in Cali- 
fornia for Hotpoint appliances. The 
plan allows dealers to display Hotpoint 
appliances for a charge of $2 a month 
for each unit instead of buying the mer- 
chandise outright. 

¢ This week, Benrus Watch Co. 
launched a new line of $25 watches 
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MONEY... 
molded to your specifications 


Just as this injection molding equip- 
ment produces accurate products, 
so C.I.T. Corporation “molds” ma- 
chinery financing to your exact re- 
quirements and your income pattern. 

You can finance any production 
equipment on long terms through 
C.I.T. Corporation. If you choose, 
you can use Pay-As-You-Depreci- 
ate Plan which offers terms to ten 
years. We will set up PAYD Plan 
payments which parallel the equip- 


Atlanta + Boston » Chicago + Cleveland « Dallas - Denver 

« Kansas City 

Los Angeles » Memphis + New York «+ Philadelphia 
Portland, Ore. + San Francisco + Seattle 


Detroit + Houston «+ Jacksonville 








































ment’s efficiency and money-mak- 
ing ability . . . larger in the ea 
years—lower in the later years. 

For full information on equi; 
ment financing, contact any C.! 
Corporation office. 

7 7 * 

C.I.T. Corporation is a subsidiary 
C.1.T. Financial Corporation: capii 
and surplus over $250 million. In Car 
ada: Canadian Acceptance Corporat 
Limited. 
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Snipping wisps of air 
to run the tools of production 


\ blob of air is an undisciplined, shapeless, useless creation. Unwilling 


to work. Unwilling to be led somewhere. Yet, confined and directed, 
air does much of the work of p-oducing the things we see every day. 

Parker-Hannifin, creative leader in fluid systems, makes a complete line 
of devices that lead air-under-pressure to its mary jobs, precisely 
divide it into useful chunks, then direct it to its work. On these 
installations are Parker-Hannifin control valves, air-powered cylinders 
and machinery, seals for air operated devices, precision fittings for hose 
and tubing, and filter-regulator-lubricator units. 

From 11 Parker-Hannifin plants, staffed with 2600 men and women, 
come scores of different precision devices to control, transmit and 
apply fluids under pressure...air, gases, liquids... 
to hundreds of jobs in industry and defense. are } 

Write for brochure which describes and illustrates ; 


Parker-Hann 





in Corporation produc ts and facilities. 





AS Rte ed 


PARKER-HANNIFIN CORPORATION 
17325 Euclid Avenue «+ Cleveland 12, Ohio 

DIVISIONS: Parker Fittings and Hose Division, Cleveland and Eaton, Ohio; Parker Hydraulics 

Division, Cleveland; Hannifin Company, Des Plaines, Illinois, and St. Marys, Ohio; Parker Seal 


Company, Culver City and Los Angeles, California, Berea and Lexington, Kentucky, and Cleveland 
SUBSIDIARY: Parker Aircraft Co., Los Angeles and Inglewood, California, and Cleveland, Ohio 


CREATIVE LCEADERS (IN FLUID SYSTEMS 
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with a three-year guarantee, whacked 
down margins on it to the point wherc 
it hopes, substantial price cutting won't 
be feasible as in the past 

¢ FTC Steps In—Ironically, on the eve 
of Benrus’ announcement, the Federal 
I'rade Commission took a step that 
sheds some light on what all the excite 
ment is about. It charged Benrus with 
such false pricing practices as repr 
senting a packed advertised price as the 
regular price; allowing trade-ins, then 
upping the price of the new watch; 
misleading guarantees, and the like. 

S. Ralph Lazrus, Benrus president, 
obviously aghast at a timing. that 
threatened to blow a_ long-planned 
campaign sky-high, has little to sav in 
comment. He prefers to argue his cas¢ 
in the courts, he says. But in explain- 
ing the background for his new policy, 
he conceded that a price situation had 
developed in watch distribution that 
was bad for everyone concerned, and 
that it was time manufacturers took 
corrective steps 

A few months ago, ITC cracked 
down on the retail angle by tightening 
up on comparative pricing ads, called 
new attention to the evils of bait ads, 
phony claims, and the like (BW —Oct. 
18’58,p34). 
¢ Two Approaches—The moves cited 
above represent two basic approaches 
to the problem of putting back profit- 
ability into distribution. 

The first and more conservative ap 
proach is that of General Electric. 
GE is simply telling its dealers, “You 
may charge any price vou want at the 
store. But we do not have to pay for 
advertising of prices that go too far 
below the point of reasonable return.” 

At first glance, this appeaws to be a 
move to stabilize prices upward. Yet, 
by allowing advertising on some of its 


products at a stated percentage below 
list, GI ippears to concede that the 
suggested list price may in some cases 
be wide of the competitive mark. The 
permissible minimum varies, depend 
ing on the turnover of the item 
Sunbeam’s approach was much the 
same, only its penalties are stiffer. What 
dealers charge at the store is their busi- 
ness But l ce ler who idvertises be 


low what Sunbeam considers a reason- 
ible discount from suggested list (it av 
erages around 15%) may lose his fran 
chise. But Sunbeam also went further 
than GE. In its West Coast test, it no 
longer sells outright to its distributors. 
It sells through them on consignment. 


(his gives Sunbeam control over price 
to the retailer, and plugs one point—th« 
distributor's price to retailers—where 


g could leak through. 

Che plan has some risks. Obviously 
Sunbeam cannot sell in one market onc 
way indefinitely without applying th« 
same tactics broadly. If the plan doesn’t 

- | ¥ 
move goods, Sunbeam could be left 


price cutting 
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The man with the *75,000,000 shoes 


(A true story) 


HE YEAR WAS 1924. Across the desk from a lending an obscure little factory producing 240 pairs of 
ye officer at The First National Bank of Chicago, a a day, his company—now a bank customer for 35 year 
young man was explaining why he believed he could start has grown into a firm worth $75,000,000. You, yoursel! 
a successful business. may be wearing a pair of his shoes, for his brand-nam«¢ 
He knew the shoe business and felt he had the experi- are some of the best known in the world. 
ence to strike out on his own. As the bank officer listened, This is an exceptional success story, it’s true, but 
he sketched out some of his ideas about organization, demonstrates one of the basic advantages of being 
styling and merchandising. And for 1924 some rather tomer here. Officers in the ten Divisions of the Commerce 
daring ideas they were. All he needed to put them into Banking Department offer a particularly knowledgeab| 
operation was $10,000. and understanding service. For each Division serves one 
The banker who interviewed the ambitious young man group of industries, exclusively and its members consta 
was no stranger to the shoe business, himself. As an officer study and interpret specific industry trends. This h 
of Division G here he had been trained to serve the indus- specialized activity results in a clear view of a business 
try. Division G had been created 19 years earlier to do just man’s problems and ambitions. The officers here speak 
that. So he listened and understood, occasionally asking their customers’ language. 
some pointed questions. At the end of the discussion, the Whether you make shoes or shovels, one of our men 
young man got his $10,000. can give you the type of banking service you want. Write 
He made his dream come true—and then some. From call or come in person. The bank is ready to serve you. 


The First National Bank of Chicago 


Building with Chicago since 1863 wemeer reverat verosit INSURANCE CORP: 











How Chrysler Marine and Industrial Engine Division is 


girding itself to bring you still better products and service 


NEW EXPANDED PRODUCTION FACILITIES 


\ move to larger plant area with greater floor space devoted 
exclusively to the production of industrial engines now is being 
’ effected. Coordinated with the vast Chrysler engine building 
organization, these new facilities (included in the above 
illustration) will provide unmatched capabilities for supply 
of industrial engines to exact customer production schedules 
—with a minimum of lead time required. These expanded 
facilities also provide for faster design and manufacture of 
prototype engines for new customers. 


NEW ENGINE CENTER-DEALER NETWORK 

Strategically located Chrysler Industrial Engine Centers now 
are being established at service points throughout the United 
States. These new engine centers together with an enlarged 
dealer organization — plus five major parts plants and one 
master parts plant — make parts and service immediately 
available to the most remote user of Chrysler industrial power. 


NEW EXPANDED FACTORY SALES AND SERVICE 
To better serve manufacturers and users of power equipment, 
new regional and district offices are being opened with added 
personnel, including specially trained service men. 


EXPANDED SALES-ENGINEERING SERVICE 
Through new engineering procedures, specification of more 
than 2000 engine models in the standard product line has been 
simplified for immediate pricing and fast delivery. In addition, 
famed Chrysler engineering is available to all customers 
at all times on specific power applications. 


EXPANDED PRODUCT DEVELOPMENT PROGRAM 
Intensified engineering research has been accelerated to still 
further widen the scope and improve Chrysler industrial 
power applications. 


Chrysler powered equipment for every major industry. 


Air Compressors 
Aircraft Towing Tractors 
Arc Welders 

Concrete Mixers 
Construction Pumps 


Ditching Machines 
Drilling Equipment 
Fire Pumps 

Farm Combines 
Farm Tractors 


Standby Generators 
Hydraulic Cranes 
Industrial Hoists 
Industrial Tractors 
Irrigation Pumps 


" Chrysler Industrial Engines 


3 





THE FORWARD LOOK 
IN INDUSTRIAL POWER 





THE FORWARD LOOK IN 
\ These new developments, plus the 
a Hidden EXTRAS of Chrysler industrial 
E INDUSTRIAL POWER engine supply service, have been 
THE EXPANDED ENGINEERING. PRODUCTION AND SERVIER EACILITIES OF detailed in a new brochure “The 
t, Forward Look in Industrial Power.”’ 





A request on your executive letter- 
head will bring your copy. 





CHRYSLER | © "2==" 
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—e IVEARINE AND ZCNDUSTRIAL ENGINE DIVISION 


CHRYSLER CORPORATION © DETROIT 31, MICHIGAN 


rs 
Lift Trucks Petroleum Pumps Shovels 
Loading Machines Pulp Machinery Snow Mobiles 
Mobile Cranes Road Pavers Street Sweepers 
Motor Coaches Road Rollers Winches 


Orchard Sprayers Scoop Tractors Yard Cranes 
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THERE ARE LOCATIONS FOR THE GROWING 


ELECTRONICS INDUSTRY 


IN INDUSTRIAL 


TIDEWATER VIRGINIA 


Diversified, industrial Tidewater Virginia affords the electronics industry 
the basic ingredients for successful plant location. Tidewater Virginia is 
a prime center of experienced electronics technicians . . . and is within 
easy reach of other electronics manufacturing and supply centers of the 
East. In addition, it offers outstanding shipping and transportation . . . 
access to raw materials ... power... water .. . fuel. ° 
For a personalized, confidential survey of Tidewater Virginia, designed 
for your specific plant location needs, you are invited to communicate 
with: 


Clarence H. Osthagen 
Vice President and Executive Director 


tidewater virgi 


a 
+ 
11elofnnfcouncil 
equitable building norfolk 10, virginia 


The TVYDC represents, The cities and towns of Boykins Bronchville, Franklin. Norfolk, Portemouth, 
Smithfield. South Norfolk, Suffolk, Virginie Beach, Wakefield ond Windsor. The counties of Accomock, 


isle of Wight, Nensemond Norfolk, Northampton, Princess Anne end Southampton 





Marketing 





with a large and expensive inventory 
bag. 

¢ Hotpoint Plan—Graybar will not spell 
out the details of its California test. 
It denies that this is consignment sell- 
ing, calls it rather a device to get floor 
display. It is not clear how far the 
plan goes, but it appears to have some 
of the earmarks of consignment selling 
—except that, by charging the retailer 
$2 a month for displaying a Hotpoint 
unit, it stands to minimize the inven- 
tory risk of a straight consignment 
plan. 

Schick has gone further than Sun- 

beam by eliminating some 1,200 dis- 
tributors altogether in favor of direct 
selling. And with Schick, there is an 
indication of the second, bolder ap- 
proach to the problem. It has cut 
prices, and its own and its retailers’ 
profit margins. On its best-selling razor, 
the new retail price is $22.50, down 
from $31.50. This is a clear—though 
not explicit—shift to the view that 
profits in dollars—from bigger turnover 
—mean more than profits expressed as a 
percent of sales. 
e Benrus’ Answer—Of all the com- 
panies taking action Benrus is most ar- 
ticulate. S. Ralph Lazrus pointed out 
that the watch business has been off 
substantially since 1954. Partly this is 
the result of the price wars, the 
emergence of the discount house, and 
the aggressive low-priced manufacturers 
and retailers. Consumers buy watches 
infrequently, Lazrus explained, and they 
know little about watches. They have 
to have confidence in both manufac- 
turer and retailer. The price-cutting 
binge destroyed that confidence. 

Benrus’ answer is a complete change 

what Lazrus calls a “bold, and possibly 
expensive” step. On the new line of 
watches, both Benrus and its retailers 
are taking a “substantial” cutback in 
margin. 

But—and it’s the key to the whole 
policv—Benrus is confident its dealers 
can recoup the loss by increased sales. 
Turnover has become the word. Benrus 
is now preaching that it’s not profit 
margin that counts—it’s “how many 
times turnover happens.” 

Benrus insists that the new line rep- 
resents more value at less price than 
it has ever offered before. It is backing 
up the line with $2-million worth of 
promotion. 

Such a program, the company feels, 
will make it nearly impossible for a 
discounter to discount further. This 
should build business for the conven- 
tional watch dealer. Benrus hopes the 
rest of the industry will do the same. 

Significantly, Lazrus says few retailers 
have complained about their smaller 
percentage markup. GE found not a 
dissenting voice when it proposed its 
plan. Retailers are as fed up with price 
competition as manufacturers. END 
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Why Joe Cannon’s men 














The warmest hearted boss in town, Joe Cannon ran his shop 





Upon the principle that happy men are hard to top. 
Each man enjoyed good wages, bonuses, a long vacation— 
All solidly protected by a Travelers Group foundation, 





idolize him 














As Travelers’ man expounded when Joe got him on the phone 
“Group Major Medical insurance forms the cornerstone 

I've seen too many cases where a working crackerjack 
Cannot produce if doctor bills are piling on his back, 
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“A man recoups in time, but as you’ve probably discoverea 
A bank account is years in getting healthily recovered.” 
Said Joe, ““Group Major Medical with Travelers—good advice 
To keep my loyal workers off of thin financial ice.” 
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His men have solid reasons for their deepening affection: 


Joe’s generosity is backed by Travelers’ sure protection. 
Group Major Medical with Travelers—what a noble plan! 
You, too, can earn a medal—call a trusty Travelers man. 


(GG. THE TRAVELERS 


Insurance Companies 


HARTFORD 15, CONNECTICUT 


All forms of business and personal insurance including Life « Accident «Group « Fire « Marine « Automobile + Casualty « Bonds 








In Marketing 


People Still Save for Rainy Day, 
But Many Also Save to Spend 


Longer lives, burgeoning families, as well as the per- 
ennial fear of a rainy day, appear to be prime boosters 
of consumer savings. 

[his is the finding announced by the Inter-Univer- 
sity Committee for Research on Consumer Behavior. 
It was based on a study by the committee’s Consumer 
Savings Project, directed by Robert Ferber. of the Uni- 
versity of Illinois. The report stemmed from intensive 
interviews of 206 consumer saving units in St. Louis 
last summer 

Nearly everyone (98%) cited provision for old age 
as an incentive to save. Rainy-day emergencies came 
second, with 60%; children’s education ranked third, 
with 44%. Only 29% were saving to leave an inheri- 
tance to children; 18% had a particular purchase in 
mind—such as a car or furniture; another 17% aimed 
at buying a house; the same number were saving for a 
trip or vacation 

\ great majority considered savings a necessity. About 
one in 10 give it priority “under almost any circum- 
stances 

On the important question of how free people feel 
to draw on savings, about one-third felt savings should 
be used only in emergencies or not at all; another third 
would add big-ticket purchases as a legitimate use; the 
remaining third, especially among younger people with 
incomes under $7,500, felt savings are to draw on when- 
ever it becomes necessary to supplement income. 


Shoppers Usually Come Out Ahead 
With Trading Stamps, Survey Shows 


Last week was a week of pluses and minuses for trad- 
ing stamps. 

Che big plus was the finding of the Dept. of Agri- 
culture, ‘based on a 21-city survey of the Bureau of Labor 
Statistics. The conclusion—cautious enough: Retail 
prices of food sold in chains that give stamps rose 0.6% 
more than prices in nonstamp stores between Novem- 
ber, 1953, and March, 1957. But, the survey said, again 
cautiously: “It would appear that on the average, in 
the 21 cities studied, consumers who save and redeem 
stamps can more than recoup the relative price differ- 
ence. 

From the retail viewpoint, the survey found that sales 
of stamp-giving stores rose faster in the period, but 
profits declined slightly as a percent of sales. Stampless 
stores, on the other hand, showed a slight profit increase. 

Elsewheré in the country were the following develop- 
ments: 

In Casper, Wyo., District Judge T. C. Daniels upheld 
the constitutionality of the city ordinance, passed last 
summer, that aims to bar stamps in that city. 


52. Marketing 


In Toledo, the Food Town grocery chain, third largest 
in the area, announced it would quit giving stamps. It 
had its own stamp plan. It # going to peg its merchan- 
dising policy to “the lowest prices in town on brand 
names” instead. 

In Miami, Globe Stamp Co., Inc., a Florida concern, 
is folding. The big stamp companies, however, report 
they are doing fine in the Dade County area. 


More and Bigger Outlets Fatten 
Profits for Drug Store Chains 


Chain drug stores are getting bigger and, by the end 
of 1959, there will be some 600 new ones located largely 
in suburban areas. 

lhis is what the magazine Chain Store Age sees for 
the retail drug business, which it says “weathered reces- 
sion vear 1958 with the highest sales in its history.” 
This year, drug chains expect sales gains of 7% to 9%, 
resulting partly from more stores and partly from larger 
single units. Cunningham, big Detroit chain, is plan- 
ning new stores ranging in size from 10,000 sq. ft. to 
20,000 sq. ft., compared with units of 5,000 sq. ft. built 
a few years ago. 


TV Operators Balk at FCC Order 
To Convert Boosters to UHF 


A smoldering broadcasting battle—the battle of the 
booster stations—has broken out again. ‘These opera- 
tions, mainly in the West, take a very high frequency 
TV signal, rebroadcast it over VHF to areas where 
terrain makes for bad reception. Unlike the translator 
systems, which rebroadcast over an ultra-high frequency 
signal, booster operators usually have no license; virtually 
all of them are nonprofit operations. 

A few weeks ago the Federal Communications Com- 
mission ordered that such boosters be closed down by 
Apr. 1, and not reopened till they were rebuilt to re- 
broadcast on UHF, and get a license. The reason for 
the order: The amplified signals, fanning out beyond 
their service areas, may play hob with signals of licensed 
stations on the same wavelength. 

In Denver last weekend, FCC chairman John C. 
Doerfer met defiance from a lot of Western operators. 
Gov. Stephen L. R. McNichols of Colorado, long a prime 
booster champion, told Doerfer “it would take the 
militia or something like that” to close down Colorado’s 
40 boosters (there are an estimated 1,000 to 1,500 such 
operations over the country, serving perhaps a third 
as many communities). Booster operators argue that it 
would take a lot of expensive equipment to rebuild for 
UHF rebroadcasting. Set owners, too, would have to 
convert. 

Meanwhile, in Congress, congressmen from Colorado 
and Washington (where there are also many booster 
operations) are marshaling an attack to block FCC’s 
order. 

Doerfer indicated in Denver that he would recom- 
mend a delay in the Apr. 1 order—but pointed out that 
the full commission might not go along. 
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You can see the savings: 


First in steel strapping 


You probably pick things up and set them down at least four times between 
your receiving dock and your production line—or from production line to 
shipping dock. The top photo shows how just one of these four handlings 
looks in the case of small twine-tied bundles of KD cartons. The lower 
photo shows how much you save when you handle such things in steel 
strapped unit bundles. This is unitizing—one of many Signode ways to make 
your product cost less to handle, store, ship and receive. A talk with your 
Signode representative will be time well spent. No obligation. Just write: 


SIGNODE STEEL STRAPPING CO. 


2607 N. Western Avenue, Chicago 47, lilinois 


Offices Coast to Coast. Foreign Subsidiaries and Distributors Worid-Wide 
in Canada: Canadian Steel Strapping Co., Ltd., Montreal « Toronto 








NEW PRODUCTS 





Food Is a New Product Business 


% Finding new products a good sales stimulant, food 
companies are hiking their spending on research and devel- 


opment by 13% this year. 


@ And they are relying much more heavily on well- 
equipped pilot plants to test new products and processes, work 


out production kinks. 


@ The emphasis on research and development also is 


producing new and more efficient methods of food processing. 


lhe most important turnover in the 
food industry today is not apple pastry 
but product turnover. By tempting con- 
sumers with new ideas for eating, the 
industry boosted 1958 manufactured 
food sales to a record estimate of $55- 
billion 

An estimated 50% of food products 
m store shelves today were not there 
eight years ago. Food makers put the 
rate of new product development at 
three to 10 times what it was in 1948, 
ind sales of iteres added since World 
War II account for 11% to 35% of 
total sales in different companies. 
¢ More Research—\What’s more, 77% 
‘f food companies plan to bring out 
new products or improved versions of 
current items in 1959, according to a 
urvey by Food Engineering, a 
McGraw-Hill magazine. ‘Technical re- 
earch spending will be up 13% over 
1958, and the survey reveals that 47.6% 
f research dollars go for new product 
development. ‘Tle industry is spending 
bout 0.2% to 0.5% of sales revenues 
n research and development, with the 
leaders as Figh as 1° Most industrics 
pent 2 to 7% of sales on R&D. 

New products range from _ hot 
ketchup (it contains Hontaka pepper 
ind other spices, and H. J. Heinz Co. 
savs, with a straight face, it’s the com- 
panv’s hottest prospect for 1959), to 
beef in red wine with onions, 
frozen in a plastic pouch that you cook 
imply by popping into boiling water for 
few minutes (put out last fall by Sea- 
brook Farms). 
¢ Swing to Convenience—Ihe plastic 
ealed prepared foods exemplify the big 
wing to convenience foods, where the 
processor does more of the cooking so 
the housewife can spend less of her 
time over a hot Convenience 
food sales were up 9% last year while 
ill foods rose only 6%. Specialty lines 
like gourmet foods are growing, but 
bigger sales of health and baby foods 
also show that demand for new food 
products doesn’t depend solely on the 


sauce 


sto, a 


54 Ne w Products 


consumer's hunger for new taste treats. 

Manufacturers like some convenience 
and specialty items because they bring 
in a slightly higher profit than conven- 
tional ones; the industry traditionally 
has had to make do with low unit prof- 
its and high volumes. At least one 
manufacturer says the food industrv is 
going in for new products because it 
seems easier to add another item that 
adds a sthall profit than to increase net 
earnings by cutting costs. But it takes 
some time—often as long as five vears— 
before a new product pays for itself. 

Vhat’s one reason why improved old 
products get as much effort as new ones 
in the food industry’s product develop- 
ment work; a smaller investment may 
build sales even more quickly. It may 
be as simple as a new flavor of gelatin 
or a quicker-dissolving instant coffe. Or, 
like Heinz’ hot ketchup, it may be a 
genuinely new product that’s still blood 
relative to an old one. 


|. The Developers 


Product development in the food in- 
dustry is largely a function of combined 
research and development departments, 
with a strong assist from the marketing 
end. Production men in most com- 
panies come in only when a new proc- 
ess is ready to roll on a full-scale basis, 
to help R&D men iron out last-minute 
kinks. 

Product development staffs have 
grown almost as rapidly as the number 
of new products. Swift's, for instance, 
has almost quintupled the number of 
developers—and their budget—in the 
past five or 10 years. Heinz eight years 
ago established five product managers 
in the marketing department, respon- 
sible for ideas for new products and 
basic changes in old ones. 
¢ Management’s Role—As food makers 
have realized the importance of new 
products, top management has been 
brought into the picture. At Campbell 
Soup Co., for instance, after a product 


idea has been through the pilot plant, 


a top-level product committee reviews 


all the previous work and future plans 
Representatives from research and de 
velopment, _ production, purchasing, 
capital investment, marketing, and sales 
consider costs, price, demand, produc- 
tion facilities, and anything else that 
mav affect the ability to make a success- 
ful product. A product has to pass this 
board before it goes on to consumer 
testing, and full-scale production. 

There’s more to a significant innova 
tion than a new label or a plastic pack- 
age. New products often mean new 
processes, and that’s why pilot plants 
have come to be important 


ll. Importance of Piloting 


Food companies are relying more 
heavily on well-equipped and flexible 
pilot plants to test new product and 
process ideas cooked up in the lab or 
experimental kitchen. Until recently, 
some tried to skimp along with small 
pilot facilities, or sandwiched test runs 
in between regular production runs 
on full-scale equipment. Now the trend 
is the other way: Campbell Soup this 


year will open a new research center 
and pilot piant, much larger than its 


Heinz dedicated 
“pilot shop” in 


present installation. 
a research center and 
Pittsburgh last fall 

The role of pilot plants is growing, 
because to increase the number of new 
products, it’s usually necessary to make 
a disproportionate increase in develop- 
ment work. 
¢ Scale-Up—There’s another reason for 
bigger pilot plants. A process may work 
one wav in the laboratory or test kitchen 
with one-thousandth of production 
quantities, another in the pilot plant 
with one-twentieth, and still another at 
full-scale production 

To solve these problems of scale-up, 
it mav even be necessary to use full- 
scale equipment in the pilot plant. 
Harvev K. Murer, General Foods’ di- 
rector of research, says the ideal would 
be to get minimum-size equipment 
that would still simulate full-scale proc- 
esses exactly. “But some things you 
don’t know enough about to scale 
them,” he savs, “so vou build them on 
a production scale.”” Borden and Camp- 
bell agree. 

Heinz engineers, on the other hand, 
though they use their pilot plant to 
work the bugs out of new production 
machinery, say they can figure produc- 


tion scale correctly without full-scale 
processing. But all food processors are 


concerned with the problem because 
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whatever the job... 


PERMACEL 


PERMACEL New Brunswick, N. J. TAPES e ELECTRICAL INSULATING MATERIALS « ADHESIVES 





Bottles blown by 
Royal Manufacturing Company, Inc., 
Prescott, Arizona. 





For colorful, 
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Whatever you have to package—liquid, 
cream or solid—there’s a good chance 
containers made of colorful Tenite Poly- 
ethylene can help you send your prod- 
uct to market safely, attractively and 
economically. 

Safely, because many sensitive 
cosmetics, foods and drugs can be en- 
trusted to this chemically inert plastic. 
Safely, because containers of Tenite 
Polyethylene are practically unbreak- 
able during filling, shipping and use. 

Attractively, because you have 


Tenite Polyethylene has many jobs in packaging 





= Rye a 
Tough FILM with high 
clarity and high gloss 






Heat-sealable COATINGS 
for paper, film or foil 


wn enil 


an unlimited choice of colors in styling 
your package. Attractively, because of 
the high degree of gloss that character- 
izes Tenite Polyethylene. 

Economically, because of the in- 
tricate designs that can be executed at 
low cost. Economically, because these 
lightweight containers cut shipping 
costs. 

Tenite Polyethylene is extremely 
easy to form into containers of almost 
any shape and size. It can be blown 


into bottles, injection molded for jars 








Tight-fitting CLOSURES 


that resist corrosion 


glossy containers 
ITE POLYETHYLENE 


and boxes, or extruded for collapsible 


tubes and “squeeze-cans.” 


could be given sales-stimulating reality 


in colorful polyethylene, investigate 


Eastman. 

For more information on this plasti 
or for your copy of our new 40-page 
Tenite Polyethylene booklet, write 
EASTMAN CHEMICAL PRODUCTS, INC 
subsidiary of Eastman Kodak Com 
pany, KINGSPORT, TENNESSEE. 





Colorful CONTAINERS 
... virtually unbreakable 


TEIN 


POLYETHYLENE 


an Eastman plastic 


Polyethylene bag extruded and printed for Spada Fruit Sales Agency, Inc., Tampa, Fla., by Texas Plastics, Inc., Elsa, Texas 
Polyethylene-coated freezer paper manufactured by Ludlow Papers, Inc., Homer, La. * Polyethylene caps molded for use on Ipana toothpaste containers 
Polyethylene utility boxes molded by Werner Manufacturing Company, Brookfield, Ill. 





Light, strong, easy-to-clean aluminum is used in every type of major appliance today. 





Happy prospect...more and more aluminum 


in your home 


Today, a growing list of the comforts of home 
depends on aluminum. In the appliance field alone, 
manufacturers of everything from electric fry pans 
to refrigerators, from percolators to ranges, are 
turning to aluminum for its sales appeal. The all- 
aluminum dishwasher is already on the market. 

With the industry geared to sales of about 
next 10 
years, it is estimated that our aluminum needs for 
consumer goods will increase by 30%. 


290,000,000 major appliances over the 
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re leading to still 
They give a clear, bright 


New alloys, recently developed, a 
wider use of aluminum. 
finish without excessive cost . . . have countless 
applications for trim and brightwork for everything 
from kitchens to automobiles. 

Many of the businessmen who use aluminum in 
their products depend on Aluminium Limited for 
an important part of the material essential to their 
operations today. These same customers will look 
to this leading North American producer to help 
meet their increasing future needs. 


Aluminium 
Limited 


In the U.S.: Aluminium Limited Sales, Inc. 
630 Fifth Avenue, New York 20. 








differences from scaling up can affect 
texture and flavor. 

¢ Cost Advantage—Food makers also 
find that extensive pilot facilities can 
save money and time in developing and 
testing. Heinz, for instance, took only 
10 days in its new pilot shop to develop 
a new tomato concentrate that allows 
the user to determine the strength of 
his tomato juice as he would that of a 
Martini. It tested two alternative proc- 
esses and produced 10,000 dozen cans 
for test marketing. 

In the old days, testing would have 
been done on the production line and 
taken about a year. It would have been 
economic to test only one process, be- 
cause two would have tied up produc- 
tion lines too long. And production 
quantities of tomatoes would have been 
used for the test runs because some 
process equipment won't work efh- 
ciently with less—44,000 Ib. of tomatoes 
an hour instead of 2,500 in the pilot 
plant. That’s why some Heinz opera- 
tions people say the pilot facilities paid 
for themselves in three months. 
¢ Less Anguish—Pilot plants can also 
prevent sales loss—because a new or im- 
proved product wasn’t ready on time. 

One company’s instant coffée, for 
instance, did well at first but then 
started to sag. Its research department 
had been working on product improve- 
ment with minimum lab and no pilot 
facilities, but so long as sales held up 
management wasn’t interested in ex- 
panding these efforts. When sales 
dropped in comparison to competitors’, 
however, management seized on the 
limited research results, built new pro- 
duction equipment without piloting it 
—and lost more money and sales when 
the equipment didn’t produce as ex- 
pected. The company now has a full 
research center and pilot plant. 
¢ New Processes—Sometimes a new 
preduct may not seem like much of an 
innovation compared with the process 
that makes it possible. It’s here that the 
pilot plant does its most useful work 
and can bring about changes in food 
technology. 

Seabrook Farms, for instance, used an 
electric broiler to cook batches of its 
new prepared frozen dinners in the 
lab. But Seabrook wanted to evaluate 
an alternative method that might im- 
prove production efficiency: a continu- 
ous broiler using infrared heat. The 
pilot plant was the economical place to 
try it. The process worked and is now 
in use on a production basis. 

This ‘work reflects a technological 
trend now spreading from one segment 
of the food industry to another—the 
switch from batch production to con- 
tinuous flow, which lowers costs and 
insures uniformity of product. Without 
the industry’s concentration on product 
development, this trend awe a would 
have come about more slowly. END 
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FOLLOW 
THIS MAN! 


He’s saving time 

with a = 
new So, A DGB | 

Tool Truck RK / 





eases heavy loads over rough pavements or tracks. Drawers 


‘i 


The new Snap-on Tool Truck is invaluable wherever tools 


are held shut during travel by a padlocked bar. is 


or parts transport is needed. Plenty of tool space with four 


husky drawers. Upper panel section is par- 





titioned for nuts, bolts, parts. Ample storage space 
throughout. 39° A demonstration will prove the 
4 Tool Truck’s money-saving ability. 


Call your nearest Snap-on branch or 
write us direct, 


SNAP-ON TOOLS 


Son ee... es ee) ee 
8100-A 28th Avenue ° Kenosha, A dimee 
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MISSILE COMPONENTS Bulova’s infra-red seeker cells are designed 
to lock any missile on target; Bulova’s fuzing systems do the rest. 
Powder-driven gyros, timers, safety-and-arming systems and other elec- 
tronic and electro-mechanical devices, designed and made by Bulova, 
play vital roles in the Sidewinder, Dart, Talos...in all, 18 key missiles. 


AUTOMATION Bulova R&D designed mechanized plant and equipment 
for Signal Corps goal of 10,000 perfect quartz crystals per 8 hour shift 
—with 1/10th the manpower. From systems analysis through equipment 
development, Bulova engineers devise industrial and military facilities 
for automatic production of electronic components and ordnance items. 


Bulova precision helps to solve 
today’s most challenging problems 


Time, mass, length...the age-old concepts 
man relies on as he enters the Age of Space. 


Time alone is unique. Its accurate mea- 
surement demands the highest order of 
precision in the design and manufacture of 
electro-mechanical devices. 

Bulova, leader in measurement of time, has 
become master of the very combination of 
abilities that holds practical solutions to 


ULOVA 


wa.tch 


~~ the growing challenges of miniaturization. 
\, Miniaturized systems and components by 


~ Bulova are now working for our nation’s 


defense and automated industry. The same 
vision and experience that developed them 
are available to assist you...from concept 
to reliable mass production. 

For full information, write Dept. G.1.S.-1, 
Bulova Park, Jackson Heights, New York. 


company 


BULOVA RESEARCH AND DEVELOPMENT LABORATORIES, INC. 





PRECISION 
nation’s first ballistic guided missile — the Corporal. When critical toler- 
ances demanded uncompromising accuracy, Bulova solved tooling and 
assembly problems on a crash basis. Bulova experience and facilities 
are unexcelled where precision, reliability and capacity are vital. 


MANUFACTURING Bulova-built servo muscles steer our 





AIRCRAFT INSTRUMENTS Bulova’s new Servo Altimeter combines 
unsurpassed sensitivity and accuracy with direct-reading tape presenta- 
tion. Special pressure devices created by Bulova include transducers for 
air data computers... remote pressure sensors for weather stations and 
airports...climb and dive indicators...and autopilot altitude controls. 











In Production 


Aluminum Girder Bridges to Carry 


Traffic on Long Island Expressway 


Two aluminum girder bridges—the first in the U.S. 
to be built without subsidy from materials suppliers or 
research groups—are slated for New York’s Long Island. 
They will carry traffic of the Long Island Expressway over 
an intersection with the Jericho Turnpike. 

The spans will be made of 784-ft. bolted aluminum 
girders with extruded aluminum flanges. The extru- 
sions, tilting the scales at 1,400 Ib. each, are the heaviest 
ever delivered by Kaiser Aluminum & Chemical Sales, 
Inc. Pullman-Standard Car Mfg. Co. is fabricating 35 
girders for delivery this spring. 

Cost of the two bridges will be almost $4.4-million. 
This is somewhat more than for comparable construc- 
tion with steel, but the job will give the builders expe- 
rience with aluminum, which could then be used on 
future projects in case of a steel shortage. During the 
last pileup in orders for structural steel, deliveries for 
highways were delayed as much as 22 months. 


Britons Find Way to Avoid Grinding 
In the Manufacture of Plate Glass 


An English company has eliminated grinding in pro- 
ducing plate glass. Pilkington Bros., Ltd., draws out the 
molten glass from the furnace in a continuous ribbon 
and passes it directly onto a supporting surface of molten 
metal that prevents ripples and thin spots from develop- 
ing in the glass sheet. Getting rid of undulations in 
ordinary glass requires grinding on huge and expensive 
equipment, which impairs the finish. 

The new glass will be sold at plate glass prices, accord- 
ing to Pilkington, England’s sole producer of plate glass. 


Devices Collect Data From All Over, 


Process It for Feeding to Computer 


A system of devices that automatically collects ac- 
counting, production, and payroll data and reduces it 
to a form that can be digested by computers was intro- 
duced this week by Stromberg Time Corp., of Hartford. 

Stromberg’s Transactor System, which picks up infor- 
mation from any point in a company’s departments, 
has two standard components: 

Transactors, units the size of time clocks, which col- 
lect information at remote points. They can be fed by 
prepunched cards, numerical dialing, coded keys, or by 
all three at once. 

The Compiler, a central recorder that decodes signals 
from the Transactors and punches them out on paper 


tape. 
BUSINESS WEEK e Jan. 31, 1959 


In a time clock operation, for example, the employee 
inserts his coded key in a Transactor. Any desired 
data—payroll number, department, time, even location 
and nature of the job—is flashed to the Compiler, which 
records it on tape. The tape is compatible with most 
standard tape-reading typewriters, card perforators, or 
computers. 

Stromberg calls its first two installations pilot jobs. 
One was sold to the Naval Gun Factory in Washington, 
where it feeds an IBM 650 computer, the other to GE's 
Home Laundry Dept. at Highland Park, Ky., where it 
is integrated with a Univac I. Stromberg does not 
intend to sell from now on; it will lease equipment at 
$95 a month for a Transactor and $450 a month for a 
Compiler, which can handle up to 50 Transactors. 


Aluminum Industry Readies Itself 


To Supply New Customers 


The dluminum industry has no intention of being 
caught in short supply if the door to the automotive or 
housing market should suddenly swing open. ‘Iwo te 
cent developments point this up: 

¢ Ormet Corp., a joint venture of Olin Mathieson 
Chemical Corp. and Revere Copper & Brass, last week 
dedicated its $55-million alumina plant at Burnside, La 
This indicates that the plant, which has a capacity of 
345,000 tons a year, is now operating full blast. 

¢ On the same day, Aluminum Co. of America an 
nounced it had started to ship bauxite from its new 
holdings at Aceittillar, Dominican Republic, to its Point 
Comfort (Tex.) alumina refining plant. Alcoa spent $14 
million developing this new bauxite source. 


Two Improvements in Spinning Machines 


Excite Long Static Textile Industry 


The textile industry—which has changed but little 
since its techniques reached a high degree of efficiency 
decades ago—is in something of a dither over two re 
vamped spinning machines. 

The Roberts Co., of Sanford, N. C., has developed a 
long-fiber spinning machine that, without pre-adjust- 
ment, can take any fiber, no matter what its type, thick- 
ness, or length. Most spinning machines—their job is 
to twist fiber strands into yarn that can be woven into 
cloth—have to be readjusted for each change of fiber. 

The Roberts machine solves the adjustment problem 
by a system of rolls at the point where the fibers are 
twisted together. This also helps in blending different 
fibers, such as wool and Dacron. Roberts also claims 
its machine produces higher quality yarn faster. 

In Massachusetts, the Whitin Machine Works has 
improved the spindle-drive mechanism of the spinning 
frames it produces. Traditionally, the spindles that hold 
the bobbins on which yarn is wound are belt-driven in 
sets of four. Whitin drives each spindle individually, 
by mechanical gearing. So, when the yarn breaks, that 
one spindle can be shut down while the other three keep 
on running. 
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market place of the Americas 


Focal point of a Caribbean trading 
area of 48,000,000 population, an- 
nually importing over $2'2 billion in 
U.S. goods; strategic part of the U.S. 
Southeast with its 18,000,000 people 
earning over $24 billion yearly. 





Florida’s strategic position as the natural 
link between the Caribbean-Latin Ameri- 
can area and the Southeastern U.S. is 
playing a key role in the State’s remark- 
able continuing industrial development. 


Rich Latin markets 


For instance, Florida’s good neighbors 
to the south comprise a healthy market 
of over 44,000,000, importing better than 
$2% billion worth of U.S. goods each 
year. The State’s annual international 
trade has grown amazingly—from $73 
million in 1930 to nearly $800 million in 
1957, exclusive of figures for Puerto Rico! 

Miami’s rapidly expanding Interna- 
tional Airport, second busiest in the U.S., 
leads the nation in international air cargo, 
ranks second in international air passen- 
ger traffic. Over 157,000,000 Ibs. of cargo 
were handled in 1957—everything from 
matchbooks to meats to heavy machinery. 





a > en 
Modern cities like Caracas, Venezuela, under- 
score Latin America’s rising living standards; 
spendable income is increasing faster than 
population. 


The Southeast picture 


Equally important markets are found in 
the Southeastern U.S. The combined pop- 
ulation of Florida, Georgia, Mississippi, 
Alabama, South Carolina, and parts of 
North Carolina and Tennessee numbers 
over 18,000,000. Personal income for this 
area in 1957 was more than $24 billion 

. . and it is expanding at a rate faster 
than that of the rest of the country. 





Giant jet airliners are already in service to 
‘and from Miami International Airport. Boeing, 
Douglas, and Convair jets are all on order for 
regular Florida service. 


Florida most impresstve 


The Sunshine State’s own market story 
makes the best reading of all. Population 
now tops 4,500,000, is increasing by 
225,000 a year at a rate three times that 
of the U.S. Florida boasts three of the 
ten fastest-growing major U.S. metro- 
a areas— Miami, Rechenahiie: and 

ampa-St. Petersburg. And, for a unique 
“plus” market, over 8,000,000 tourists 
visit the State annually, spend over $1.3 
billion a year. 

Total personal income in 1957 was 
899% greater than in 1929, biggest in- 
crease of all states. Retail sales continue 
to climb despite nationwide downtrends; 
Tampa, for example, registered a 17% 
jump in department store sales for Janu- 
ary-May, 1958, over the same period of 
1957, while most of the rest of the coun- 
try experienced losses. 








Dominant state of the Southeastern U.S., 
Florida is just a few short hours by air, a day 
or so by sea from Latin American points. 


Transportation's key role 


Transportation is excellent in Florida; 
examples: Over 30 scheduled domestic 
and international airlines serve 20 com- 
mercial air terminals. Five major rail- 
roads crisscross the State. Ten major bus 
lines operate over regular routes, and 300 
intra-state plus 100 inter-state registered 
motor freight lines keep materials and 
merchandise moving. And there are 12 
deepwater ports throughout Florida. 


Why new industry likes*Florida 


Newcomers such as Martin Co. in Orlando, 
General Electric in St. Petersburg, and 
Sperry Electronic Tube Div. in Gaines- 
ville find Florida ideal for attracting and 
holding skilled workers. Too, they've 


found communities anxious to help them 
get established. Pratt & Whitney, West 
Palm Beach, represents the type of firms 
which welcome sub-contractors every 
where in the State. The tax picture is 
bright, too; examples: no State income 
taxes on individuals and corporations 
no State taxes on real property, no dupli 
cating State inheritance tax. 


OTHER FACTORS IN FLORIDA'S 
GROWTH PICTURE: 1475 new plants 
were set up Jan. 1956 through June 1958 
... over 100 electronics firms are at work 
in both civilian and military fields . . . 
gross annual income from agriculture 
is near $700 million . . . the State fur- 
nishes nearly 75% of all phosphate in 
the nation . .. Florida is one of the five 
fastest-growing states in chemical pro- 
duction ... natural water resources are 
exceeded by those of no other area of 
equal size on the American continent. 


Florida facts, figures 
+..and surveys 


The Industrial Services Division of the 
Florida Development Commission has 

repared all-new factual studies on Mar- 
a Manpower, Taxes, Transportation, 
Resources, Living Conditions, Becsarsh. 
Power and Water. These studies are avail- 
able to you at your request. 





ee busy deep-water port was third in 


the U.S. in coastal and export freight car 
unloadings in March, 1958. 


In addition, the Industrial Services 
Division will gladly conduct special 
studies and assist in selecting sites. All 
inquiries are held in strictest confi- 
dence. Write today to B. R. Fuller, Jr.. 
Executive Director, Florida Develop- 
ment Commission, 3803-6 Caldwell 
Building, Tallahassee, Florida. 





Come see Industrial Florida for yourself. 
Write State of Florida, Dept. C., Caldwell 
Building, Tallahassee, for new 100-page 
color Vacation Guide Book to help plan 
an all-Florida tour. 
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Tubes Switch From Hot to Cool 


Cold cathode electronic tubes 
devised by Army and Tung-Sol 
Electric Researchers may rival 
both hot tubes and transistors. 


"he vacuum tubes in the picture be- 
low look just like any other vacuum 
tube except that they glow blue instead 
of red. But they are so dramatically 
different that they challenge both the 
hot cathode tube and the transistor. 

The new tubes are cool cathode 
tubes, devised jointly by Tung-Sol Elec- 
tric, Inc., and the Army’s Signal Re- 
search & Development Laboratory at 
Fort Monmouth, N. J. The versions 
in the picture resemble ordinary hot 
cathode tubes only because they were 
built to be plugged into equipment 
rigged for the hot tubes; actually, the 
cool tubes could be produced in almost 
iny size or shape. The Army touts them 
is the first big breakthrough in tube 
design in more than 30 vears. 


|. Hot vs. Cold 


The “hot” tube is a familiar com- 
ponent of present-day radios, television 
sets, and other electronic devices. In 





DISCOVERER of the cool-running tubes is 
Army scientist Dr. Dietrich Dobischek. 
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this type of tube, a red-hot filament 
“boils” electrons off the surface of the 
cathode. But because heat is necessary 
to make them work, these tubes require 
a warmup period before they start, and 
sooner or later they burn out. And in 
some installations, such as in computers, 
they generate so much heat that an air- 
conditioning system must be provided. 

The cool cathode tube overcomes 
these disadvantages. Like the transistor, 
it runs cold. What’s more, it’s ex- 
tremely reliable—and should last prac- 
tically forever. One early model has 
been running for 14,000 hours with no 
loss of power in Tung-Sol’s Bloomfield 
(N. J.) lab. 

Eventually, the cold cathode tube 
might be used in home radio and TV 
sets. For the present, however, Tung- 
Sol and the Army are concentrating on 
military applications. Among other 
things, the discovery should speed the 
development of smaller, more efficient 
walkie-talkies and other communications 
gear in which the heat given off by con- 
ventional tubes is a serious problem. 
¢ Contrasts—The cold cathode tube 
needs only 10% as much power as its 
hot cousin—a shining virtue in uses 
where power is at a premium. Like the 
transistor, it starts almost instantly after 
power is turned on; the hot tube takes 
18 to 20 times longer to warm up. It 
can also be made as small as the pea- 
sized transistor if necessary. Unlike the 
hot cathode tube, it will idle with a 
minimum of power going through it— 
an advantage in communications sys- 
tems where it has to be left on all the 
time. 

The new tube is superior to the tran- 
sistor in several respects. It will run 
regardless of the temperature extremes 
to which it is subjected. And it isn’t 
affected by radiation. This means that 
it would be suitable for communica- 
tions equipment in the nose cone of a 
missile or space ship. In space travel, 
the vehicle will have to withstand both 
terrifically high temperatures and bom- 
bardments of cosmic ravs. The im- 
munity to radiation would also qualify 
the tube for use in atomic plant con- 
trols. 
¢ Inner Workings—Before the cold 
cathode tube really goes to work, 
though, more development in the lab is 
necessary. The scientists have proved 
that it works, but they’re not vet en- 
tirely sure how. Basically, the tube con- 
sists of a thin layer of magnesium oxide 
—dried milk of magnesia—deposited on 
a nickel sleeve in a vacuum chamber. 

Magnesium oxide is a phosphor that 
emits light when it’s hombarded by 


electrons. As electrons pass through 
the layer of magnesium oxide, they 
cause the emission of blue light. At the 
same time, they apparently also set up 
a high electrical charge across the sur- 
face of the layer. Dr. Dietrich Dobi- 
schek, Army scientist who developed 
the tube, thinks this electrical charge 
may be responsible for causing the elec- 
trons, liberated within the magnesium 
oxide, to stir up millions of other elec- 
trons and push them to the surface, too. 
This makes it possible for the tube, once 
it starts running, to keep going almost 
indefinitely. 

¢ Present Effort—Currently, researchers 
are trying to gain a better insight into 
this process. So far, they have found 
that the magnesium oxide coating 
should have a particular porous struc- 
ture for the best results, and that it 
should be heat treated in the presence 
of oxygen. Unfortunately, it’s difficult 
to manufacture coatings with the proper 
degree of porosity. 

Tung-Sol says it is well along in de- 
velopment of a cold cathode tube for 
audio amplifiers, however. Still in design 
stages are items such as cold cathode 
electron rav guns for TV sets and the 
like. Their future depends to some ex- 
tent on costs, and since only lab models 
of the new tube have been manufac- 
tured so far, cost is still something of an 
unknown factor. 


ll. Other Contender 


There’s also steady progress in de- 
velopment of another sort of cold 
cathode tube, this one the brainchild 
of Dr. Walter C. Dyke, director of the 
Linfield Research Institute at Linfield 
College, Oregon (BW—Jan.21’56,p132). 
In the Dvke tube, electrons are emitted 
directly from a tungsten needle into a 
vacuum. It is a high-frequency power 
source, as opposed to the Tung-Sol tube, 
which is a low-frequency power source. 
Making use of a phenomenon known as 
field emission, the Dyke tube produces 
current densities as high as 100-million 
amp. per sq. cm. The Tung-Sol tube 
produces at the moment about 10 amp. 
per sq. cm. 

The Dvke tube, now being produced 
at the rate of two a day, costs from $240 
to $395. Potentially, it could replace a 
whole bank of transistors in devices 
needing a high resolution beam deflec- 
tion, such as data storage tubes in big 
computers, radar picture tubes, and pos- 
sibly even switch tubes for computers. 
It might also be used for fixed-beam 
tubes in X-ray machines and for short 
transit microwave tubes. END 
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The dependable home freezer has opened new worlds of convenience in 
feeding your family. And the heart of this miracle of convenience is the 
compressor. You don’t see it, you don’t hear it... but it is the vital part 
of your freezer which provides the cold air that protects your food. For 
the best in refrigeration, only the world’s best compressors will suffice 


. .. compressors by Beacdixfffechinghouse 


BENDIX-WESTINGHOUSE AUTOMOTIVE AIR BRAKE COMPANY 
Air Conditioning and Refrigeration Compressors, Evansville, Indiana, Air Brakes and Industrial Products, Elyria, Ohio 





From a small start in plastics... 
prosperity and pleasure! 





ANOTHER NEW YORK STATE SUCCESS STORY! 
















This modern plant at Macedon, New York 
started as a $25,000 investment, now pro- 
duces millions of dollars worth of plastics 
each year. Here Pres. Howard Samuels (r.) 
reviews expansion plans with Plans Mgr. 
W als Sether. 











Rapid growth of the Kordite firm owes 
much to the experience and ability of the 
Company's workers. New York State's 
skilled labor force, the nation’s largest, is 
famed for its stability. 































Year "round pleasans living abounds in 
New York State. Winter sports enthusiasts, 
like the Samuels Family, find their favorite 
outdoors activities within easy reach. 


NEW YORK 
STATE 


Department of Commerce 
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KORDITE’S rapid growth 

was due to key factors in 

New York State’s business climate: 
healthy labor-management relations, 
unparalleled management and 
research facilities, progressive 
banking and credit sources, 

swift means of transportation, 

and accessibility to the 

nation’s greatest market. 

And in New York State, too, 

fun and relaxation for you and 
your employees lie within easy 
reach in colorful vacation lands. 
Our professional plant site 
researchers are ready to assist 

you with a confidential report 
tailored to your needs. 

For full details mail coupon or write 
New York State 

Dept. of Commerce, 

112 State Street, 

Albany 7, New York, 


NEW YORK STATE Dept. of Commerce 
Room 561, 112 State St., Albany 7, N. Y. 
Please send me your booklet: 
“Industrial Location Services” 


Name. 


POSSESSES TESTE EOE OD 


Address. .cccsccccecccesesecsssrseseees 


City. cccccccccccccccc BONO. «- State. sees 
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Weather to Order 


How do you like your weather? In 
Goodyear Aircraft Corp.’s Akron (Ohio) 
experimental test laboratory tempera- 
tures can be made to vary from minus 
100F to plus 200F. The researchers 
pictured above are measuring the effect 
of very cold temperatures on a rubber 
sphere. 

Purpose of the lab (typical of dozens 
of other company laboratories) {s to test 
products under development for use 
under a wide variety of climatic condi- 
tions. Product specimens, ranging from 
the small component to the largest 
assemblies, are exposed to different al- 
titudes, temperatures, humidity con- 
ditions, high and low frequency vibra- 
tions, shock, acceleration, simulation of 
transportation or immersion. Gen- 
erally, several of these features are 
tested at the same time—often when the 
test part itself is running under elec- 
trical or mechanical power. 





RESEARCH BRIEFS 





A flotation material for an all-latitude, 
all-weather, ready-to-go gyroscope has 
been successfully evolved by the Air 
Force and Sperry Gyroscope. Gyro- 
scopes are the heart of the inertial guid- 
ance systems in long-range missiles; pre- 
vious flotation materials had to be 
continuously heated to keep them 
liquid under Arctic conditions. The new 
material, a bromine compound, remains 
plastic down to minus 65F, 
e 


A small rocket engine using prepackaged 
liquid fuel has been successfully flight 
tested by the Navy and Thiokol Chem- 
ical Corp. Earlier, Thiokol announced 
the successful ground test of a slightly 
larger fuel package, with 50,000 Ib. of 
thrust. 
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NATIONAL STEEL } 


Multiply the cans you see here by 2 billion—and it still falls short and its output makes National Steel the nation’s lar 
of the output it takes each year to pack the myriad products we _ pendent source of this material. 

buy in cans. The actual yearly total in the U.S. alone: more than 
40 billion cans—26 billion of which contain foods of almost every 
imaginable variety. 


Tin plate is just one of many quality steels and steel p1 
which National Steel specializes. Another National Stee 
is service. A look-ahead service dedicated to all Americ 
Through its Weirton Steel Company division, National Steelis a through its five major divisions: Weirton Steel Compa 
leading supplier of the tin plate from which cans are made. Lakes Steel Corporation, Stran-Steel Corporation, f 
Weirton produces both electrolytic and hot-dipped tin plate... | Corporation, The Hanna Furnace Corporation. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA f 
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this much 
concentration... 


Victor chemicals have been the answer to many a 
winning formula. Frequently, it is the result of 
concentration. Regardless of the scope of the prob- 
lem, members of Victor’s research, engineering, 
marketing, and sales staff pool their ideas and then 
concentrate their efforts toward developing a 
winning formula. 


How about your plans for new products and new 
markets? If manufacturing facilities present a prob- 
lem, Victor may be able to produce your new prod- 
uct more economically . . . as we have for several 
companies. You save the cost of building new fa- 
cilities or enlarging present ones. You save the 
expense of pilot plant and trial runs. You even save 
on inventory costs. You gain the full and complete 
satisfaction of having a Victor team of visioneers 
producing your product, under your license or pat- 
ent, and shipping the finished product to your 
customers! 


Naturally, our teams of experts like to work on 
chemical problems involving phosphorus or on po- 
tential applications of derivatives containing 
P,. That’s our forte . . . and it has been for over 
sixty years! But these men and their ideas are far 
from being limited to this field of chemistry. 


How can Victor afford to do this? It is easy to find 
out the answer. Call DEarborn 2-4010 collect, and 
ask for the sales vice president, or fill in the coupon 
on the back page and send it to: Victor Chemical 
Works, Box572, Chicago 90. Either way, you'll 
soon say, “It pays to see Victor.” 
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Oxalic... 


Add heavy-duty Victor oxalic acid to automobile 
radiator cleaning compounds and rust and iron 
scale cease to take their toll as trucks and cars roll 
along the road. 


Most leading producers of radiator cleaners use 
Victor oxalic as an ingredient. They know this ver- 
satile Victor chem‘cal helps keep cooling systems 
running cool . . . that it dissolves and washes out 
rust without injury to metal and rubber parts. 


Perhaps Victor chemicals can help sales of your 
product roll along. One sure way to find out is by 
telling our technical service department about your 
problem. These experts are used to driving day and 
night, until the best solution is reached. They are 
available for a confidential conference with you and 
your staff, or if you prefer to go your own route, we 
will be glad to send samples, or the Victafile of your 
choice. Simply fill in the coupon on the back page 
and mail it to: Victor Chemical Works, Box 572, 
Chicago 90. Join the others who have learned, 
“It pays to see Victor.” 
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this much Oxy... 


Oxy- (from the Greek word oxys) means 
keen, acid, or quick. And a little Victor 
phosphorus oxychloride, as an interme- 
diate, is quick to combine with other 
chemicals to make the modern gasoline 
additives so necessary for today’s high- 
compression engines. 


Victor oxy and trichloride are versatile 
and popular intermediates in chemical 
manufacturing and drug synthesis . 
quickly combine with other elements 
because of their effectiveness as chlo- 
rinating agents. 


Looking for new chemical combina- 

tions? Victor phosphorus chlorides may be the 
answer to your research and development work. Of 
course, there are several intermediate steps you can 
take. For example, you can flag down one or more 
members of our technical service department. Then 
you can arrange for a confidential conference, or we 
will be glad to send samples and the Victafile 
pertaining to your industry. Just fill in the coupon 
on the back page, and send it to: Victor Chemical 
Works, Box 572, Chicago 90. You will see why so 
many say, “It pays to see Victor.” 
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VICTOR CHEMICAL WORKS 
Box 572, Chicago 90 


(_] Please send samples of the following Victor chemicals: 














(_] Our company is in the industry. 
Please send your latest Victafile. 
[] Please send me a copy of Technical Service Bulletin 
V1-58. 
[] Please send me a copy of your new booklet “If you 
bright dip Aluminum.” 
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ONLY 7% LBS.—ALL-ELECTRIC! 


New phone-size underwood Add-Mate 


adds e subtracts « multiplies ¢« totals « sub-totals 
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LOWEST PRICED ALL-ELECTRIC ADDING-SUBTRACTING MACHINE! ONLY °1685°*>ius tox 


e So compact it fits in your hand e Prints permanent record on tape 
e Only 7': lbs take it everywhere e So simple anyone can use it 
e 10-Key keyboard for simplicity e Styled in your choice of 5 handsome colors 


és } ‘oe eé> r V/ ©O © a At your Underwood office, nai 
—_— a a mor see your local dealer. ett, 
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president, 





Standard Pressed Steel Co. 


‘The recession didn’t last 
long enough for us to do all 
the things we wanted to. 
Sure, we're glad to be com- 
ing out of it. But we could 
have used more time to work 
out some more operating im- 
provements.” 


R.A. Bell, 
executive vice-president, 
Surface Combustion Corp. 


‘Management is more 
conscious of economic 
shifts now than it was 
before the recession.” 


“The big thing was 
that the recession 

gave us an opportunity 
to do housesweeping.” 
H. Thomas Hallowell, jr., 





J.W. Bozeman, 
chairman and president, 
Tuboscope Co. 








Leonard M. Keating, 
vice-president, 
A.O. Smith Corp 


“The recession gave 
us the occasion 

to trim some fat 
that would have 
been hard to get 
rid of in more 
prosperous times.” 


Lessons of 1958's Recession 


The late recession has passed away 
notably unlamented by the generality 
of man. But for a lot of businessmen— 
the quotes above are typical—there was 
a blessing among the pains: The very 
tightness of the squeeze forced them 
to sharpen up efficiency that had grown 
soft in the long fat years. 

Of course, the toughening up did 
not wipe out the very real hurt. Busi- 
nessmen around the country—dozens of 
them were visited by BUSINESS WEEK 
reporters—were all aching sorely from 
the recession blows. No one was laugh- 
ing off manufacturing profits that were 
down 28% in the first nine months of 
1958 from the year-before period; or 
mamufacturing employment down to a 
seasonally adjusted 15-million last May 
from 17-million in December, 1956; or 
retail sales, also seasonally adjusted, 
that fell $6-billion from December, 
1957, to February, 1958. 

The scars remain, but a startling num- 
ber of businessmen admitted that the 
wounds had forced them to slash off 
rolls of fat, and to build up some en- 
tirely new muscles. 


|. Slicing Off the Fat 


When business began to plummet, 
executive knives went for all the fat 
in sight, and they cut in all direc- 
tions. 

Too many people and too much side 
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pay were a prime target. The simple 
thing was to chop off workers as sales 
fell, then hire them back when the 
trouble passed. But a good many com- 
panies found they didn’t have to hire 
them all back; some payrolls had be- 
come bloated during the long boom. In 
Salt Lake City, a clothing manufacturer 
found it could increase production 8% 
with 10% fewer workers and no new 
equipment. A Birmingham manufac- 
turer found, with mixed surprise and 
delight, that “we could get as much 
production in 32 hours as he had in 
40 previously.” 

Permanent cuts in work force took 
varied forms. Humble Oil & Refining 
Co. used an early retirement plan to 
prune 450 of its 55-year-olds off the pay- 
roll. A Pittsburgh metals company— 
which prides itself on not having com- 
pulsory retirement—got plant managers 
and union officials to pressure over-65s 
into “voluntary” retirement. 
¢ Fewer Fringes—W orkers who weren’t 
let out also felt the knife. Fancy fringe 
benefits were chopped away in many 
cases; expense accounts went on a rigid 
diet—with limits on entertainment set 
as low as $1 a day. 

Consolidations, of departments and 
plants, provided some economies. A 
steel company saved an annual $20,000 
just in head office rent by combining 
such departments as purchasing and 
trafic; wage economies were larger. In 





the South, a paper company combined 
separate art departments whose peak 
loads did not coincide. The result: big 
savings in overtime. 

Eyes seeking economy fell on moun- 
tains of accumulated papers, and on un- 
needed new ones piling up. A GE plant 
threw out 13 tons of aging figures. In 
Milwaukee, Bucyrus-Erie saved $50,000 
in unnecessary forms and reports. A 
steel company, cutting reports by 5‘ 
speeded approval of requisitions by a 
week. 

The quest for unnecessary reports had 
a byproduct: companies discovered that 
they needed reports they didn’t have 
Basic, Inc., a steel industry supplier, 
now circulates reports by the staff econ 
omist to all executives; it figures it 
could have braced itself better for the 
recession storm if it had done this in 
1957. As an example of the new plan- 
ning: Basic’s Nevada plant is running 
full blast, way ahead of current demand, 
to meet calls that the economist figures 
will come in mid-1959. 

In general, the carving off of fat 
worked fine, but a few times the knife 
slipped. Several companies spoke of 
across-the-board cuts, but clammed up 
about the obvious penalizing of the 
more efficient departments. Others 
talked of salary savings by pushing 
young men up, didn’t mention the 
losses in experience. One outfit, which 
discouraged branch plants from getting 
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opportunities for yOu 


A She 


PROCESSED RESOURCES 


In the Middle South—Arkansas, Louisiana and Mississippi— 
an increasing number of industries are processing the Area’s 
natural resources—making hundreds of raw materials avail- 
able for use in your future plant. These processed resources 
include petro-chemicals, alcohol, detergents, drugs, rubber, 
waxes, ammonia, fertilizers, plastics, aluminum, nitric-acid, 
carbon black and pulp. 


Other Middle South assets include plentiful low-cost power and 

natural gas, imported raw materials, abundant industrial water, 

international transportation facilities and natural resources 
Soak: such as sulphur, salt, bauxite, petroleum, timber, cotton and 
sugar cane. 


Investigate the growth opportunities in The Middle South 






For a closer look at the Middle South, write 
or visit the MIDDLE SOUTH AREA OFFICE, 211 
International Trade Mart, New Orleans—or: 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Ark. 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, La. 


MISSISSIPP] POWER & LIGHT COMPANY 
Jackson, Miss. 


NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, La. 
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help from central staff—by charging 
them for the service—found its main 
office experts were hardly being used 
at all. 


ll. The Hard New Muscles 


For many companies, the recession’s 
left-handed benefits were greater in the 
area of positive new improvements than 
of chopping any dead wood. For one 
thing, the able top brass were fre- 
quently put back to work, after taking 
it easy in an era when the slogan had 
been to give more autonomy to lower 
echelons. 

In Atlanta, a big company created 

the post of manager of all domestic 
business, who rules over previously pow- 
erful regional managers. In Los Angeles, 
the very decentralized Consolidated 
Electrodynamics Corp. found it expe- 
dient to tighten things up with a whole 
new level of vice-presidents. A. O. 
Smith Corp. and Beckman Instruments, 
Inc. were two of many that made a 
complete switch to centralization. 
e Bargaining—The new centralization 
brought a dividend in labor bargaining, 
with more powerful managers finding 
they could get tougher. Says a plant 
manager in Hartford: “We tried for 
seven years to get the union to accept 
an incentive pay plan, and failed. But 
it’s in the contract this vear.” 

Revitalized top management also 
went to work on inventory control. 
Over-all, inventory took a real beating 
during the recession, plopping from a 
$91.3-billion high in September, 1959, 
to a low of $84.9-billion last October. 
A lot of that execution was just plain 
falling sales, but many a business re 
ported that it discovered ways to live 
with a smaller ratio of inventory to sales, 
with the new controls designed for 
permanent service in good times as well 
as bad. 

4 New England company took to 
warehousing stock in five regional cen- 
ters, instead of in 110 branches; it 
cut finished inventory by 50%. In San 
Francisco, an outfit attacked inventory 
so vigorously that it tacked a higher 
price tag on fast-delivery goods that 
had to be transported from regional 
warehouses instead of from the main 
plant. 
¢ Accounting—Accounting systems for 
both costs and production found them- 
selves with a new popularity, and rule 
of thumb methods suffered quite an 
eclipse. A Pennsylvania plant got rid 
of a two-to-three day delay in job re- 
porting by installing phones close to 
each machine operator. Now the op- 
erator simply phones in whenever he 
starts or finishes a job; before, he had 
tc fill out a card which oozed along 
through channels to the accounting 
office. 

With the new well-stropped account- 
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Far-ranging oll exploration crews make heavy going lighter by 
using new Ti-built, Ti-transistorized electronic gear to find 
subsurface oll traps. (Left to right: EXPLORER seismograph 
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In yet another important industry... 


amplifier, power supply and recording oscillograph.) 








TRANSISTORIZATION SLASHES ‘EXCESS BAGGAGE’ COSTS 


Fuel must be found to fire your furnace, light 
your oven and power your car, train or plane. 
World petroleum consumption exceeds four and 
a half billion barrels per year and it’s climbing. 
As old oil fields are depleted, new ones are being 
sought in distant corners of the world. TI’s new 
all-transistorized seismic amplifier gives oil 
hunters more freedom of movement. In their 
constant search through jungles, swamps, snow 
fields, and mountains less weight pays dividends. 


Designed for use far off beaten paths, this basic 
detection instrument is well over 100 pounds 
lighter than previous fragile, bulky vacuum tube 
systems! What was a heavy load for three men 
has been shrunk to a reasonable pack for one... 
fitting in a normal-size suitcase. For power, one 
lightweight, quickly rechargeable battery 
replaces several heavyweights. 


Thus another important industry is helped by 
reduction of equipment size, power, weight, and 


maintenance brought by the transistor. Fit- 
tingly, TI’s recent transistor progress has now 
benefited TI’s original and continuing activity 
— geophysical exploration for oil — to lighten 
the physical load of today’s wider-travelling oil 
prospector. 


Designed and manufactured by the Industrial 
Instrumentation division of Texas Instruments, 
this first all-transistorized seismograph ampli- 
fier contains 677 transistors and other semi- 
conductors made by the TI Semiconductor- 
Components division. It will be used all over 
the globe by oil exploration contractors includ- 
ing the world’s largest, Geophysical Service Inc., 
a TI subsidiary. Through teamwork like this, 
Texas Instruments continues to expand technical 
horizons for defense and industry —in tran- 
sistor applications, in geophysical exploration, 
instrumentation and data handling, and in 
optical and electronic component and systems 
development. 


TEXAS INSTRUMENTS 


INCORPORATED 


° 
6000 LEMMON AVENUE 
keep an eye on vi 
DALLAS 9, 
® TEXAS 
























































Everything 
including... 





The Nelson Control Panels used at Michoud Steam 
Electric Generating Station of New Orleans Public Service 
Inc., include two closed circuit-television screens at the top 
of the boiler-turbine-generator control boards for monitoring 
the burners. 


These control panels are used at Michoud Steam Electric 
Generating Station for controlling the operation of a 144,000 
kva generator, 975,000 Ibs. hr., 1550 psi boiler and associated 
equipment. Note the smallness and compactness of the con- 
sole. By using lever controls and instrument lights on remov- 
able plates, a much smaller console was made possible. 

When you have a job to do, big or small, and you need 
instrument or control panels, be sure to call Nelson. 


Write for Bulletin 712. This new 
bulletin tells about Nelson control 
boards and instrument panels. 





At Nelson . . . quality comes first! 


NELSON $Zcdeec MANUFACTURING CO. 


LAHOMA 


ULSA, 
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ing and reporting methods, manage- 
ment found it could do more intelligent 
budgeting. This wasn’t just a cutting 
of smaller pieces from a shrinking in- 
come pie; smart companies found spots 
where spending more money would 
bring outside addition to profits. These 
boosts took many forms: harder selling, 
new tools, more research. 

To step up sales, Lyon Metal Prod- 
ucts, Inc. in Illinois, instituted regular 
district sales meetings. Another Mid- 
western company “refreshed” its dealers 
with a monthly correspondence course 
on sales techniques. Other outfits gave 
salesmen an economic prod with higher 
commissions—and lower base pay. 
¢ Branching Out—Invading new terri- 
tories was frequently tried. A Georgia 
trailer maker began distribution in 
seven Western states; Tuboscope Co., 
a Houston sleuth for oil pipe defects, 
expanded clear into the foreign field— 
“the recession showed us that we are 
going to have to learn to compete with 
the rest of the world.” A Connecticut 
company opened its first new office in 
34 years, in Charlotte, N. C. 

Modern machinery has won the re- 
spect of many companies. An Alabama 
textile mill says it is spending millions 
on labor-saving machinery: “It’s the 
only way to fight synthetics and for- 
eign textiles.” 

Research and development budgets 
have gotten frequent boosts. The 
idea, says a packaging machinery maker 
with an R&D budget up 30%, is “If 
we do a good job developing new prod- 
ucts, another recession won’t have the 
effect this one did.” Not all product 
expansion came through R&D. 


Ill. Staying on the Wagon 


Plenty of companies are wondering 
how to maintain their newfound efh- 
ciency for the long haul and in times 
of plenty. They realize that today’s 
improvements were mostly the applica- 
tion of time-honored practices of econ- 
omy and efficiency that had fallen into 
disuse as boom money flowed in. 

Most management men insist that 
they will stay on the efficiency wagon. 
But there are skeptics. A Utah metal 
fabricator says its tightening program 
“was like a New Year’s resolution—a 
thing of the past by Jan. 15.” And the 
executive vice-president of a steel com- 
pany adds: “In good times, managers 
just don’t have the time to attack costs. 
If we carry 5% of these cost-saving 
ideas through 1959, we'll be lucky.” 

The paths of laziness had their own 
charm for one of the largest appliance 
distributors in the West. “Riding herd 
all the time to get efficiency takes a 
lot out of the top man,” he said. “The 
other day I asked myself, “Why kill 
yourself to make $10 when you can 
make $9 with a lot less strain?’”’ END 
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“There’s a 
price tag 
on profits... 


33 


W : eee and that price tag is timely preparation! 
HY) During the past months, I've talked with lead- 
WMH ing manufacturers throughout the country. These 
men agree that the So-called "recession" is 
already on the way out. In fact, most expect a 
20 to 35% sales increase from 1958 to 1961! 





To get our share of this big increase in sales 
and profits, we must be ready to produce with 
greater efficiency in an intensely competitive 
market. This demands the latest and finest 
machine tools and other manufacturing equipment 
eeeand the time to invest in this equipment is 
right now! Actually, important savings can 

be realized by investing at this time...before 
equipment costs go up, as they must in a 
fast-expanding economy. And finally, it's plain 
common sense to re=-equip now, before demands 






























for all-out production catch us unprepared. 

We at Pratt & Whitney and Potter & Johnston 

are so convinced these conclusions are right 
that we are continuing our multi-million-dollar 
modernization program to prepare ourselves 

for the industrial growth we know is coming. 

We believe this is the best possible way to 


insure our own future profits... and contribute 
to a healthy national economy. 


Sincerely, 


€.. p. Witlene 


Edward P. Gillane, President 


PRATT & WHITNEY 


COMPANY, INCORPORATED 
WEST HARTFORD 1, CONNECTICUT 


T IS A HEALTHY THING, we believe, that more 

companies are paying more attention to busi- 

ness outside the U. S. This is good both for the 

national economy and for individual businesses. 

Export volume can be a very respectable share of the total. At the same 

time we have found there is a lot to be learned about money, taxes, and 
terms when dealing with customers outside the U. S. 

International trade is also a worthwhile form of market diversification. 
When business may be at a low ebb here, it may be very good in other 
parts of the world. A well-developed foreign business can raise the floor 
of business valleys without lowering the peaks. 

But while more and more American manufacturers realize the importance 
of developing international markets, there is also a seriously discouraging 
factor. The United States government is not as experienced in international 
business as are most European governments, and therefore is not as under- 
standing or as flexible in supporting the efforts of businessmen in developing 
foreign trade. 

This is especially important in selling industfial products for which a 
single order may amount to several millions of dollars, and when the sale 
may depend on issuing long-term credit. A manufacturer in West Germany, 
Italy, England or France can have such an order approved by his govern- 
ment, take the invoices to his bank, and immediately get 75% to 85% of 
the face value. An American manufacturer competing for this same business 
frequently must assume the entire risk, as well as tie up either his working 
capital or credit which he may need for operating his domestic business. 


Perhaps the solution is for manufacturers to take the lead in convincing 
both government and financial people that in order to reap the national 
benefits of a healthy international trade it is necessary not only to desire it, 
but to take the political and financial steps necessary to get it. 

* * * 


To encourage employees to submit ideas for new products and product improve- 
ments, and also to aid in processing such ideas promptly and fairly, we use a simple 
form headed “This Is My Idea.” It provides space for the employee to sketch and 
describe his idea, for his signature and that of a witness, the date submitted, date 
received, and the disposition of the idea by the reviewing committee. 


* * * 


Ideas for at least three of our presently successful products, and for many 
product improvements, have come from employees through the channel described 
above. This seems especially significant in view of estimates that only one out 
of every 500 new product ideas proves practical enough to reach the market as a 
finished product; and of every 500 new products actually introduced, only about 
ten stay on the market as long as two years. That means that out of every 25,000 
“bright ideas’’ comes only one really successful product. 
~ ok * 

A bit of silver lining, for us, in the late recession was the fact that many 
industrial buyers—operating with greatly reduced budgets—paid extra at- 
tention to our Delta Power Tool Division’s suggestions on “‘Lo-Cost Auto- 
mation.” They discovered (and haven’t forgotten) that by combining 
inexpensive Delta Power Tools with standard automatic controls they could 
achieve the cost-cutting advantages of automation without making a big 


capital investment. 


One of a series of informal reports on the operations and growth of the 


ROCKWELL MANUFACTURING COMPANY 
PITTSBURGH 8, PA. 


for its customers, suppliers, employees, stockholders and other friends 
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MANAGEMENT BRIEFS 





Swingline, Inc., makers of staplers and 
rubber bands, has come up with a new 
gimmick in its fight for control of 
Wilson Jones Co., producer of tabu- 
lating forms and loose-leaf binders. 
After a bid to buy 100,000 shares at 
$20 failed, Swingline made a new offer 
to Wilson Jones holders: It will buy 
25,000 shares at $23.75, and give the 
sellers an option to buy back their stock 
at the selling price any time between 
Apr. 15 and Dec. 15. 
» 
The Employee’s Welfare Assn. at Day- 
ton Malleable Iron Co. has given $500 
tc the Ohio Foundation of Independ- 
ent Colleges. This is probably the first 
time such employees group charity funds 
have gone to education, according to 
the American Assn. of Fund-Raising 
Counsel. 
me 


A consulting psychologist can help a 
company in hiring new executives only 
if the company itself first defines exactly 
the kind of man it wants and main- 
tains a selection procedure on a con- 
tinuing basis, students of Harvard 
University’s Graduate School of Busi- 
ness conclude. Their report chides 
company managers who rely on psycho! 
ogists’ reports as a replacement for 
their own evaluation of their subordi- 
nates. 
e 


The coffee break, a common benefit for 
office workers, is fast becoming an in- 
stitution. A National Office Manage- 
ment Assn. survey in the U.S. and 
Canada finds that 81% of 1,896 com- 
panies have had coffee breaks for more 
than five years, more than a third for 
more than 10 vears. (Only 0.6% have 
ever dropped the benefit.) 


Walworth Co., which four years ago 
waged a campaign to make itself in- 
vulnerable to outside raiders, is proving 
itself as adept at heading off proxy 
fights from within. Marvin H. Grove, 
Walworth director who last month 
mustered forces to oust the present 
board (BW —Dec.29’58,p52), has now 
called off the fight in return for 
directorships on the board for two of 
his associates. 
s 


Glen Alden Corp., which has been 
losing money on Ward La France 
Truck Corp. since it bought the com- 
pany in early 1956, last week got rd 
of the fire engine maker. Buyer is a 
group headed by Harris J. Klein, New 
York City attorney and prominent fig- 
ure in the fight that ousted Leopold D. 
Silberstein as head of the Penn-Texas 


Corp. 
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SPEED IS THE LIFE of today’s super- 
markets. And at no point is it so vital as at the 
check-out counter. 

That’s why selecting the bag is big business. 
It must have high tear resistance and great struc- 
tural strength to assure smooth, rapid flow at the 
check-out. For many years, Hudson has been a 
prime source for fine stores, just as it supplies the 
packaging needs of so many other big businesses. 
Hudson is the complete producer, controlling 
every step from forest to you. Each Hudson paper 
is specifically designed for the best service in its 
end use. Greater overall resistance to tearing and 
bursting. A smoother, brighter finish. An as- 


BLUE RIBBON TAPE * ORANGE CORE TAPE * FASTWELD REINFORCED TAPE * MAN O’WAR KRAFT * BAGS & SACKS * CUPS & CONTAINERS 


sured supply, all produced under continuous 
quality tests every step of the way. Serving indus- 
try and stores, in the shipping room or over-the- 
counter, is Hudson’s role—to help you save, to 
help you do a better job. 

Hudson provides you a mill source of proven 
reliability for all industrial paper products. Write 
us for samples and informative booklets today. 
Address Dept.B-5, HUDSON PULP & PAPER Corp., 
477 Madison Avenue, New York 22, N. Y. 


HUDSON & 
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Your 
wave of the 
future 


is in 


Growth tells of markets, of peo- 
ple, of good living, of business 
and industrial potentials. 


In this America changes are con- 
stant. Some come faster than others 
as in Jacksonville, Florida and 
the Southeast. 


The Wave of the Future rolls 
high in Jacksonville. Jacksonville 
is on the crest of the wave as 
growth continues constantly. Wh 

not come where growth is solid, 
sound and predictable for a long, 
long time? 


Jacksonville is the coming cen- 
ter of southeastern manufacture 
and distribution. Jacksonville has 
every basic requirement for most 
plant locations—PLUS! Impres- 
sive facts are available. Write for 
them if you're considering a 
southeastern plant, branch plant, 
warehouse or office. The factual 
“Jacksonville Story” or an objec- 
tive, confidential survey especially 
tailored for you are available on 
request. 


Ideal Every Day For Work And Play 


The City of Jacksonville, Florida 
Electric & Water Utilities 


The Committee of One Hundred 
Jacksonville Area Chamber of Commerce 


604-B Hogan Street Telephone: Elgin 3-616! 
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The Income Pattern: 


Business Week's Regional Income Indexes 


U. S. Incomes: Up 2.6% From Last Year 





1941 = 100; adjusted for seasonal, Nov. figures preliminary; Oct. revised. 


© Business weex 


The Indexes 
October 
1958 


Nov. 
1957 


299.77 
319.73 
317.50 
358.76 
391.98 
476.72 
364.94 
341.14 
377.59 
448.29 
512.87 
425.18 
372.34 


296.82 
321.58 
317.22 
355.71 
389.63 
474.92 
358.70 
337.97 
379.01 
441.97 
506.09 
422.02 
369.79 


291.46 
318.08 
305.74 
358.70 
373.67 
454.50 
365.14 
330.84 
363.72 
424.00 
501.63 
402.88 
362.99 











U.S. Purses Continue to Fatten 


U.S. incomes in November, 1958, 
reached their highest level on record, 
according to BUSINESS WEEK’s Compos- 
ite of Regional Income Indexes. With 
a 2.6% advance over November, 1957, 
the index continued to reflect economic 
recovery throughout the nation. 

Some improvement was apparent in 
all regions except Chicago, where in- 
comes were still slightly below the year- 
ago level despite a marked upswing in 
industrial activity. Kansas City led all 
other regions in year-to-year gains for 
the third successive month. Many fac- 
tors contributed to this region’s pros- 
perity: increased farm income, a new 
construction boom, impressive gains at 
auto assembly plants, and higher pay- 
rolls in other industries and government 
services. 

San Francisco was again close be- 
hind Kansas City for year-to-year ad- 


vance. The high level of construction, 
particularly of homes, and rapidly ex- 
panding defense industries contributed 
heavily to the improvement in this area. 
Richmond and Atlanta tied for third 
place in yearly gains. Both regions en- 
joyed higher agricultural incomes and 
booming construction industries. Six 
regions—Boston, Philadelphia, Cleve- 
land, Richmond, Kansas City, and San 
Francisco—reached record-high income 
levels. 

From October to November, incomes 
rose 0.7% for the nation. Chicago 
registered the biggest month-to-month 
increase—up 1.7% from October. Set- 
tlement of labor disputes in durable 
goods industries and increased auto 
production accomplished much of this 
improvement. All but two regions— 
New York and Minneapolis—gained 
over October. 
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mix unagination with Alcoa Aluminas 


to see product or process quality climb while costs drop. You probably face the constant cha 
of maintaining or improving the quality of your product or process—while keeping costs in line. Alcoa® 
Aluminas may be the ideal answer to your problem. These pure aluminum oxides have improved the 
physical, chemical, thermal or electrical properties of hundreds of products ranging from refractories and abrasive 
ceramics, soap, paper, rubber, plastics, catalysts and a host of others. Alcoa Aluminas are produced ir 
quantities—primarily for the aluminum industry—and are therefore available to you at reasonabk 
prices. There’s a wide variety of grades and types suitable for a broad range of products 
or processes. Learn the many ways you can benefit when you mix imagination and engineering 
with Alcoa Aluminas. For further information write ALUMINUM COMPANY OF AMERICA, ALCOA &. 
CHEMICALS Division, 700-A Alcoa Building, Pittsburgh 19, Pennsylvania. [| 4’ CHEMICALS 


For finer products ... let Alcoa add new dimension to your creative thinking! 
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PENSION FUND 


a. The Startling 


COVERAGE of 


private pension As the quest for individual freedou 
plans is now 16.3- characterized the 19th Century, it has 
million workers, often been said that the search for 
about one-quarter economic security has been the gre 
of the nation’s driving force of the 20th Century. T! 
work force. drive has been accelerated by the rising 


CONTRIBUTIONS 
to such plans 
total $4.5-billion 


a year. Employers . 
foot 84% of Pension funds have become a 


major financial institution. By 
1965, they will rank in size 
with mutual savings banks. 
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Billions of Dollars 


100 — Pension —All Mutual Savings & Loans 
Funds Savings Assn’. 
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Data: Nat'l Assn. of Investment Companies; Institute of Life Insurance; U.S. Savings & 
loan League; Vito Natrella; Nat'l Assn. of Mutual Savings Banks. 





Ek Special Report 


Private pension funds 
are skyrocketing. Today, 
their assets total $33-bil- 
lion. By 1965, it’s esti- 
mated they'll reach 
$77-billion. 


They have become an 
important supplement to 
the nation’s social se- 
curity system. 


iii Te 


ng Impact of Private Pension Funds 


— pro oortion of older people in the popu- vate pension fund — more spectacular in 


been so fast and so hodgepodge in 
it has 4 ati growth, more complex in form, and 


form that the lawmakers, the courts, and 
business generally haven't really sized 
up the dimensions or importance of 
this new giant, let alone come to full 
gtips with it. In this Special Report, 


1. 
ch fal 1, the U. S., the Social Security Act more exciting in prospect. 


e great sto: 1 for a long time as the great monu- These corporate pension funds al- 
ry. The | ment to this search. But, the search has ready wield enormous economic and 
- rising | procuced another institution — the pri- social power. Yet their growth has 


(Continued ) 
Most pension money has been invested 


in high-grade corporate bonds ($9.8- 
billion) and blue chip stocks ($6-billion). 


They have become the most important in- 
stitutional purchaser of stock. Net purchase 
in 1957 equaled 27% of new stock issues. 


Other Assets 


Percent of Assets 
Billions of Dollars 


Investment Companies 


0 Life Insurance Companies & Other Institutions 
1951 1953 1955 1957 1951 1952 1953 1954 1955 1956 1957 


Data: Securities & Exchange Commission; ® Vito Natrella. Data: Securities & Exchange Commission. 








COME TO “UPSTATE,N.Y.” 


new market place of the world 


In Upstate, N.Y. you’ll find one of the largest pools of skilled labor 
anywhere. This home-owning labor force has a record for stability among 
the finest in the nation—a great asset to expanding industry. 

If you are interested in skilled labor...a firm supply of low cost power... 
lots of water and unsurpassed transportation by Seaway, rail, air or 
truck, check on Upstate, N.Y. For specific information on available sites, 
contact the Director of Area Development, Niagara Mohawk, Dept. 
B-1, Erie Blvd. West., Syracuse 2, N.Y. 


POWERED BY 


NIAGARA 
MOHAWK 


NIAGARA all MOHAWK 
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(Special Report starts on p. 88) 


BUSINESS WEEK takes the measure of 
this new force in the economy and its 
implications for the American business- 
man. And the impact of these funds 
on the economy is startling. 
e New Slant—To the worker, private 
pensions have taken on new meaning. 
They're no longer considered a gift 
bestowed by an employer on his faithful 
employee, but rather a sort of deferred 
wage which a worker has earned by 
his sweat and labor. At the same time, 
pensions are losing some of their po- 
tency as a chain that locks workers to 
their jobs, and may well turn into a 
mechanism for giving employees greater 
ob mobility. 

More than that, pension funds often 
represent for an employee the difference 
vetween dread of retirement and eager 


anticipation, the difference between 
looking forward to a retirement home 
in Florida, or scraping by on Social 
Security alone. 

Already 16.4-million workers—a quar- 
ter of the total work force—are covered 
by private plans; by 1970, the propor- 
tion will be close to one out of three. 
Ultimately, this means a big new class 
of retired workers, with potent purchas- 
ing power and political voice. 

The dazzling growth of pension plans 
is also evidence of a management turn- 
about: Management has accepted— 
sometimes gracefully, sometimes not— 
the concept that it is obligated to care 
for its employees, not only during their 
working careers, but ever after. 
¢ Burden—For employers, the impact 
of this change is double-edged. On one 


side—the most obvious side—pensio1 
funds represent a big new bite out of 
the company till—anywhere from 5% t 
10% of payroll—as well as a hefty long 
term obligation for the future. On an 
individual company basis, the cost 
steep; General Electric’s pension con 
tributions in 1957 were $73-million 
Collectively, pension contributions in 
1957 totaled $4.5-billion, with industry 
picking up close to 85% of the tab. 
By 1965, as Vito Natrella, of the S« 
curities & Exchange Commission calcu 
lates it, the total annual figure will reach 
$6-billion. 

Not only the high costs of these pri 
grams, but the many headache-breeding 
problems involved in setting up and 
running pension plans, have many cor 
porate executives reaching for thei 





“Private pensions often mean the difference between retirement in Florida or scraping by on Social Security.” 
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Miltown bottles. For pensions mean a 
hot potato for management to deal 
with over the collective bargaining 
table. ‘That involves bringing in a whole 
squad of experts—actuaries, analysts, and 
pension consultants—to work out the 
nuances. A pension plan also has to be 
nursed over a whole series of Internal 
Revenue Service obstacle courses. 
¢ And New Financial Tool—On the 
plus side, though, the flexibility per- 
mitted in the financing of pension plans 
has given management a brand-new fi- 
nancial tool. If handled smartly, this 
new tool can free up badly needed cash 
when a business runs into a downturn. 
Squirreling away money for pensions 
has taken on the dimensions of a new 
corporate sport; the amounts that have 
been accumulated to pay off future pen- 
sions are enormous. American ‘Tele- 
phone & Telegraph Co.’s pension kitty 
now totals $2.8-billion—bigger than the 
combirted assets of a dozen mutual 
funds—more than the assets of all but a 
handful of American corporations. U.S. 
Steel’s fund has over $1-billion. 


Growing Financial Giant 


Added together, pension fund hold- 
ings totaled over $33-billion at the end 
of 1957—and this already huge figure 
is expected to jump to $47-billion by 
1960, $77-billion by 1965. In terms 
of assets, pension funds have become a 
major new financial institution, dwarf- 
ing mutual funds, and moving toward 
the $35-billion in assets of mutual sav- 
ings banks, and the $54-billion in sav- 
ings and loan associations. 
¢ Footprints on Wall Street—This new 
financial institution has already left its 
footprints all over the securities market. 
Over three-quarters of the assets of non- 
insured funds—the important ones from 
the investment standpoint—have been 
funneled into corporate securities— 
$10.3-billion into bonds, $5.3-billion 
into stocks. By 1965, these holdings 
are expected at least to triple. 

These investments have made pen- 
sion funds the new fat cat of Wall 
Street, and a major force in the stock 
nrarket. No one speaks of stock market 
movements any more without making a 
few salaams in the direction of pension 
funds. In 1957, pension funds were 
the largest net purchaser of common 
stock; the $1-billion worth they bought 
was the equivalent of close to 30% of 
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all new stock issued. They squirreled 
away more than any other financial in- 
stitution—banks, mutual funds, insur- 
ance companies—more than all individ- 
ual purchasers combined. In a few cases 
—such as Sears, Roebuck—the company’s 
pension fund has become the com- 
pany’s biggest stockholder. 

With their bulging coffers, it’s no 
wonder that pension funds have become 
the darlings of Wall Street, courted as 
avidly by bankers, brokers, and insur- 
ance companies as a Texas widow. To 
the insurance industry, they represent 
$14-billion in reserves, or around 15% 
of the industry’s total reserves. To the 
banks, pension funds mean multibillion- 
dollar accounts. The Bankers Trust Co. 
of New York alone handles over $5- 
billion worth of pension business. 
¢ Problems Enough for All—Yet this 
new giant is far from being full-grown. 
It is still in the process of maturing and 
having its rough edges smoothed off. 
As it develops, it poses an increasing 
number of knotty social and economic 
problems that will take vears to solve, 
and, in the doing, probably upset many 
long-established concepts. 

Management, for example, is already 
aware that pension costs are mounting 
so fast that companies may be forced 
to scrap traditional concepts of retire- 
ment age, and reverse all recent trends, 
by making retirement come later, rather 
than earlier. Congress has finally be- 
come aware that pension funds don’t 
operate in the same public goldfish 
bowl as banks and insurance companies, 
and is coming up with laws designed to 
put pension funds under some sort of 
public regulation. The courts, too, have 
some knotty and unique problems to 
wrestle with on pension funds. 

Meanwhile the economists are work- 
ing their charts and projections over- 
time, exploring the many-sided impact 
of pension funds on the economy—for 
one example, the changes they have 
caused in traditional savings patterns. 
The political scientists are busy digging 
into such questions as whether pension 
funds won't eventually wind up con- 
trolling a sizable number of corporations 
—including the ones that created them. 
The workers, as always, will worry 
whether their pot of gold at the end of 
the rainbow will actually materialize. 


Behind the Big Push 
The reasons why private pension 
funds have burgeoned so fantastically in 
the past 10 years become clearer when 
you dig a little into pension history. 
Private pension plans are hardly a new 
phenomenon on the American scene; 
the earliest, the American Express Co. 
plan, dates back to 1875. But the needs 
and philosophy have changed radically. 
Partly, this is because of the sweeping 
improvements in medical science which 





have greatly extended the life span. 

The change in philosophy has been 
just as striking. Until the Depression, 
workers pinned their hopes for old age 
security on the frail reed of indi- 
vidual thrift. Then, with passage of So- 
cial Security, their retirement plans 
were placed squarely on the govern- 
ment’s broad shoulders. Now industry 
is saddled with a big part of the respon- 
sibility. 
¢ Simple and Informal—These «later 
considerations had no part in the early 
plans. These emerged as a simple con- 
cept, brought into focus bv the fact 
that many of the country’s largest cor- 
porations finally had enough age on 
them to acquire a sizable number of 
oldsters on their payrolls. 

It soon became apparent to these 
companies that they could achieve bet- 
ter operating efficiency by getting rid 
of the older, inefficient workers, and re- 
placing them with more productive 
younger men. And if a company could 
afford it, it was better to pension off a 
worker when his useful days were over 
than throw him out into the street. 
In time, management saw other advan- 
tages: It was a way to reward employees 
for long and faithful service as well as 
honev to attract new workers. It was 
also a tool to lock employees to ‘their 
jobs and shut the union out. 

Most early plans were informal, high 
on eligibility qualifications, and low on 
benefits. Employees had no rights in 
the plans; the courts considered them 
gifts, not wages, and the company could 
turn payments off and on like a faucet. 
Companies generally footed the entire 
pension cost, but it was an 1.0.U. they 
rarely worried about until a pension 
actually came due. Even then the con- 
cern wasn’t too great, for few employees 
stayed around long enough to collect. 

By and large, these early plans were 
the earmarks of really big business—few 
small outfits could afford them. And 
most of the plans were intended for 
white-collar workers. In 1925, with 
some 400 plans in operation, a third of 
the 4-million workers covered were ac- 
counted for by four corporate giants, 
U.S. Steel, the Pennsylvania and New 
York Central RRs, and AT&T. 

Unions, on the whole, washed their 
hands of company pension plans. A 
few unions—such as the Granite Cut- 
ters and the Typographers—soon after 
the turn of the century started their 
own, financed out of membership dues. 
Labor leaders, led by Samuel Gompers, 
saw company plans as a chain for work- 
ers today, a mirage tomorrow. 

The public was likewise apathetic. 
The dominant feeling then was that the 
country’s strength lay in the self-reli- 
ance of the individual; a man was sup- 
posed to do his own saving for a rainy 
day, including retirement. 


¢ Three-Stage Rocket—The Depression 


BUSINESS WEEK e Jan. 31, 1959 











ee eed 


Pec 


: 
< 
3 
3 














n. 
on 

n, 

ge 

di- 
0- 
ns 
m- 
try 
n- 


iter 
tly 
on- 
act 
‘Or- 

on 


of 


ese 
ret- 
rid 
re- 
tive 
uld 
ff a 
ver 
ect. 
yvan- 
yees 
l as 
was 
heir 


high 
y on 
s in 
hem 
ould 
cet. 
ntire 
they 
sion 
con- 
»vees 
lect. 
were 
—few 
And 
1 for 
with 
td of 
re ac- 
iants, 
New 


their 
is. A 
Cut- 
after 
their 
dues. 


npers, 


work- 


thetic. 
at the 
1f-reli- 
Ss sup- 
| rainy 


ression 


, 1959 














"Private pension funds have become the darlings of Wall Street, av. 


ittered this philosophy. Workers 
«10 believed that hard work and ability 


always paid off, queued up before the 


sume soup kitchens and manned the 
same apple stands as the shiftless and 
lazy. The bitter 1930s also put a vast 
new premium on the goal of security 
ad the notion that what the individual 
couldn’t provide for himself the gov- 
crmment should. This change in phi- 
losophy set the stage for the Sociai Se- 
curity Act. 

Passage of Social Security in 1935 
gave private pension plans a shot in the 
arm. Many companies, which previ- 
ously couldn’t afford such plans now 
could use OASI as the cornerstone on 
which to build a private plan. 

World War II was a second major 
landmark in the spread of private pro- 
grams. Pensions were exempted from 
the wartime freeze on wages and salaries 
and quickly became the big carrot com- 
panies used to compete in a tighf labor 
market, The fantastically high tax rates 
curing the war, coupled with the fact 
that pension costs were tax deductible, 
added to their management appeal. By 
1945, 5.6-million workers were covered. 
_ But the major push for pensions came 
in the prosperous postwar years, when 
labor phiaeahe concerning pensions 
took a 180-degree swing, and union 
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leaders decided that management was 
just as obligated to provide for workers’ 
retirement as for the repair and retire- 
ment of equipment. One reason for 
the unions’ shift in signals was their 
awareness that they now had the 
muscle to make these demands stick 
and that industry had the money to 
pay for pensions. What the unions’ 
pension drive basically achieved was to 
accelerate by 5, 10, or possibly 20 years 
management’s move to provide pen- 
sions for blue-collar as well as white- 
collar workers. 
¢ Into the Blue—By a series of coinci- 
dences, 1949 turned out to be the vear 
when the unions’ great drive for pen- 
sions really jelled. By that time, the 
cconomic setting was ripe. The cost of 
living had leveled off, and little heat 
could be generated for wage increases; 
so union leaders made pensions their 
No. 1 demand. Then the National La- 
bor Relations Board, in the Inland 
Steel Case, held pensions subject to 
collective bargaining—a decision af- 
firmed in 1949 by the Supreme Court. 
That same year the Steel Industry 
Board, appointed to help settle the dis- 
pute between the steel industry and the 
United Steelworkers, translated legal 
precedent into economic philosophy. It 
bought the unions’ contention that pro- 























ly courted by bankers, brokers, and insurance compani 


viding workers’ pensions was a_ basi 
management responsibilty, and recom- 
mended that the steel companies set 
up pension and welfare funds for th 
USW members. 

Then the rush was on. ‘The steel 
industry capitulated to the unions’ pen 
sion demands. Auto makers followed 
Pension demands swept through the 
mass-production industries, then spread 
to other fields. 

The legal contract took the place of 
the old, informal pension arrangement 

In 1950, 8.6-million workers were 
covered by pensions; three years later 
the total had jumped to 12-million— 
nearly a 50% increase. 


Variegated Pattern 


A hodgepodge of patterns emerged 
from this bandwagon rush. ‘The bulk 
of the contracts were between the union 
and a single employer, but in some 
cases—as in the trucking and garment 
industries, composed of many small 
units—industrywide contracts became 
popular. In these, employer contribu 
tions were pegged to a percentage-of- 
payroll or cents-per-hour formula and 
all the money pooled into a central pen- 
sion fund. All pensions were paid out 
of this fund, and union workers could 
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shift from employer to employer within 
the industry without losing pension 


credits. 
While there are some easily recog- 
nized and broad differences between 


pension plans, most individual plans 
ire so complex that the variations can 
be spotted only by a _ Philadelphia 
lawver. Actually, the only features com 
mon to just about every plan in Opera 
tion today are those imposed by the 
Internal Revenue Service under its 
vardstick for tax exemption (below 
¢ Typical—Once a plan runs the IRS 
hurdles, the other details and eventual 
cost depend on such factors as com- 
pany profits, size of the labor force, 
industry employment and wage trends, 
and union demands. While no two 
pl ins are alike general trends 
are basic. A typical plan might have 
features something like this: 

lo enter the plan, a minimum age 
or period of service would be required— 
say, a 25-vear age minimum, and two 
vears This is to eliminate 
ot emplovees subject to high 
turnover New emplovees 
would not be included mainly because 
the costs are prohibitive. 

(he plan would be geared to pay 
full benefits to employees retiring at 


65 with 25 to 30 vears service. ‘Their 


SOTNIC 


sSCTVICE 
coverage 


over 55 


benefits, including Social 
would amount to about 50% 
of their average salary through the 
years, with the exact amount based 
on a formula of earnings and service. 
It the plan were union-negotiated, 
the chances are that it would pro- 
vide the same-sized pensions for all 
employees with equal service, even if 
their earnings varied. In a_ union- 
negotiated plan, the company would 
foot the entire pension bill. Many 
company-instituted plans would also 
be noncontributory for employees. 

Early retirement would be permitted 
at 60, possibly 55, with reduced bene- 
fits. But workers who left the company 
before qualifying for normal retirement 
would forfeit all pension rights. 


Security, 
to 60% 


Complex Finances 


Meeting the costs of this typical 
pension plan is an expensive, not to 
sav staggering, proposition—and all its 
complications are not immediately 
apparent. 

The simple figures are staggering 
enough when you multiply them by 
a sizable number of emplovees. It 
costs roughly $15,000 to buy a $100- 
a-month annuity for a  65-vear-old 
worker; $45,000 for a $300-a-month 
pension. The company can handle the 
cost by setting aside funds during the 
employee's working life; or it can pony 
up the money after the worker retires. 

But the simple figures are just the 
beginning. Financing pensions isn't 
just a question of meeting the costs 
the first vear or the second, but of 
providing money to pay benefits to a 
growing number of pensioners 20 and 
+0 years from now. And since pensions 


IRS Ground Rules for Funds 


It’s the Internal Revenue Service 
that now sets the only really major 
federal rules for company pension 
plans—through its power to grant 
or deny tax-exempt status to the 
funds and to approve pension con- 
tributions as tax deductions. 

To get the IRS green light on 
taxes, a pension fund must: 


¢ Include a substantial per- 


centage of employees—generally 
around 70% in any employee cate- 
gory. And a plan can’t be discrim- 
inatory; it can’t, for example, be 
limited solely to executives or su- 
pervisors. 
¢ Be in writing and commu- 
nicated to employees; and be in- 
tended as a permanent plan. While 
a company can terminate a plan 
or reduce benefits if it runs into 
financial trouble, IRS will revoke 
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the tax exemption if it can show 
that the company never meant the 
plan to be long-range. 

* Calculate employers’ con- 
tributions and workers’ benefits on 
some sort of actuarial basis. This 
ahaerag. for instance, the use of 
unds forfeited by individuals leav- 
ing the company to hike the bene- 
fits of others. Such funds can be 
used solely to reduce employers’ 
contributions. 

¢ Make it impossible for any 
funds deposited in a pension trust 
or with an insurance company to 
revert back to the company. The 
object is to insulate the pension 
fund from the company and make 
sure that the monies are invested 
only in the fund’s best interest. 
Also, it prevents such deductions 
from being simply a tax dodge. 


are basically annuities, a company soon 
finds itself knee-deep in insurance-type 
complexities. 

So a company that gets into pensions 
sees ahead of it a long-range cost ‘pic- 
ture like this: With a stable work force 
and an equal number of pensioners 
added to the rolls annually, pension 
costs will keep on rising until the num- 
ber of new pensioners added is offset by 


an equal number of deaths among 
existing pensioners. And as actuaries 


figure it, that far-off cost peak isn’t 
usually reached until 40 years. 

Right now, over-all pension costs are 
just starting up this cost escalator. In 
1957, pension contributions totaled 
$4.5-billion, payments $1-billion. 
¢ Finding the Right Key—That excess 
ot income over outgo is one reason why 
pension funds are snowballing so fast. 
The other reason is that business now 
seems to have found in the funding 
method of financing pension obliga- 
tions a major key to its financial prob- 
lems. It arrived at this solution only 
after a lot of trial and error. 

One early method that didn’t pan out 
well was “pay-as-you-go” financing, 
with monthly pensions made just 
another payroll expense. This made 
for some companies, especially 
big outfits with stable earnings; a com- 
pany could earn a fatter return on 
money invested in its own business than 
in a pension fund portfolio. But for 
most companies, pay-as-vou-go has some 
deadly booby traps. Costs tend to be 
small at first but snowball fast. ‘Then 
if a company is hit by a business reces- 


sense 


sion, it faces heavy pension outlays with 

little in the till to meet them. 
Another early method lost favor for 

a different 


reason—the so-called “book 
reserve” method of setting up balance 
sheet reserves for pensions by charges 


to surplus or earnings. Its defect: No 
tax deduction is permitted on the funds 
transferred to reserves. A third method 
—“‘terminal funding,” which usually 
means paying a lump sum into the 
pension fund when the employee re- 
tires—is now being shelved because it’s 
not flexible enough 

Today funding has won out; about 
two-thirds of all plans are funded. Both 
management and labor feel it’s the 
soundest way to insure that pension 
benefits will be paid. In fact, many 
unions are determined to write fund- 
ing provisions into all future contracts. 


Ins and Outs of Funding 


But if funding is the guts of pension 
financing and the real reason pension 
funds have grown so big, it has its 
own complications, and is a tricky busi- 
ness for the uninitiated to understand. 

Its basic premise is simple enough. 
It’s that if a pension obligation exists, 
the cost of a worker’s service is actually 
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greater than the amount of his cur- 
rent wages—and that this extra amount 
should be set aside on an annual basis. 

It’s in figuring this annual sum that 
the actuaries get their innings. First 
they compute, for the pension group, 
how much the pat pensions will 
probably come to—taking into account 
such factors as labor turnover, mor- 
tality rate, and interest on pension 
monies. Then they figure “current 
service cost.” That’s the amount of 
payment required annually—plus earned 
interest—to pay pensions to survivors 
based on their service from the time 
the funding starts. 
¢ Burden of Past—But at that point 
the actuaries are just beginning to 
sharpen their pencils. For the worker’s 
pension has to include his service be- 
fore the pension plan started. So the 
\ tuaries figure ‘‘past service cost”—the 
amount that would have accumulated 
up to that time if the plan had been 
operating. And in figuring this, the 
actuaries don’t stop at the annual sums 
that would have been paid in; they add 
in the interest that would have been 
pi ing up year by year. 

For a plan to be “fully funded,” a 
company must pay off this past service 
cost as well as meet the current costs. 
Its obvious that this involves some 
staggering obligations. U.S. Steel, for 
example, in connection with its pension 
agreement with the Steelworkers in 
1951, took on a $496-million past 
service liability. That was equal to 
25% of its invested capital, and $1,900 
pe: covered employee. 

Luckily, IRS tempers justice with 
mercy, and allows companies a long 
period to pay off this past service cost. 
They can pay it off at a rate of as high 
as 10% a year or spread it over 20, 
30, 50 years or a longer period. U.S. 
Steel, like many other companies, set 
out to liquidate this liability in the 
minimum time. Some plan on a longer 
period—for example, Aluminum Co. of 
America set a 35-year target for its pen- 
sion fund for hourly-rated employees. 
Still others feel it’s enough to pay off 
only 80% of their past service cost, 
figure their conservative calculations give 
enough safety margin. Quite a few out- 
fits just pay the interest on past service 
and let the principal go. 


New Type of Nest Egg 


When a company makes a decision 
to go into the process of full fund- 
ing, it sets up something in the nature 
of a mortgage—and a sizable one—on its 
future operations. It’s a type of finan- 
cial operation that can add little or 
nothing to productivity, and the obliga- 
tion can be liquidated only out of 
accumulated reserves or future profits. 

Yet this new type of mortgage gives 
management a spanking new financial 
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Which Way to Fund? 


Funding a ny pension plan 
can be Teceeapidied in vellous 
ways—through insured plans, non- 
insured plans, or some hybrid of 
the two. 2 

Non-insured funds, with com- 
pany contributions put in a trust 
und, are usually administered 
a bank, sometimes by company of- 
ficials or a joint labor-management 
group. The guarantee of employees’ 
pensions depends on whether the 
company in enough money, 
and ale eituacial sshanbeions 
are sound. 

Insured plans, under which the 
company takes out insurance poli- 
cies on its prospective pensioners 
that will provide them with an- 
nuities at retirement, come in 


tool, one it’s just learning how to 
handle. For the lack of any IRS time 
limit gives management some leeway. 
In effect, past service liability can work 
like a giant open-end mortgage which 
can be paid off during the good years 
and even provide a nest egg for the 
lean ones. 

Suppose a company had a $500- 
million past service obligation which 
it was funding on a 10-year basis. 
(hat would mean setting aside $50- 
million a year (leaving interest out 
of the calculation). In _ high-profit 
years, this makes good sense; after-tax 
profits would be down $25-million, 
but the tax collector would get $25- 
million less. 

Then after five years, suppose the 
company hits rough financial weather. 
It could shift to a 30-year funding basis 
for past service, while maintaining pres- 
ent service payments. That preserves 
the financial integrity of the pension 
pian, yet slices the annual contribution 
in half. Earnings look better, and the 
company conserves cash. 

Or it could go further, as U.S. Steel 
did. Funding on a 10% basis, (which 
actually boils down to an 1]4-year 
period) the Corporation reduced _ its 
past service liability by $297-million 
from 1950 through 1957. This past 
vear, with earnings down, it decided to 
forego past service funding, used the 
money instead for new plant and equip- 
ment. 

Of course, a company can never 
withdraw past contributions already 
made to the pension fund. But in a 
dire cash pinch, it can make a book- 
keeping shift—transferring, say, $25- 
million from the accumulated past 
service fund to the present service ac- 
count as the current year's present 
service contribution. 


many varieties. Under all these, 
the insurance company guarantees 
the pension payments—assuming 
the company pays the iums. 
Most common are individual annu- 


ity, group deferred annuity, group 
permanent | 


coupe Hpbeid: fas gained 
i al : i opu- 
larity. Employers’ Saatsibations 
are deposited with an insurance 
company, but not allocated to in- 
dividuals; they accumulate to buy 
annuities when employees retire, 
permitting more flexible benefits. 
Hybrids include  split-funding, 
now gaining headway. Part of the 
plan is insured, the rest put in a 
trust fund to supplement the in- 
sured benefits. 


This could permit a company to skip 
its present service payment and might 
help put black ink on its income state- 
ment in a bad vear. 


Battle of the Plans 


When a company has decided on 
funding for its pension plan, it still has 
another choice to make. For funding 
can be achieved in two major ways: 

e By putting contributions into a 
trust fund, as U.S. Steel does, or 

e By taking out insurance policies 
on its prospective pensioners that will 
provide annuities at their retirement 

The multiplication of pension funds 
in the past two years has brought a hot 
competitive battle between these two 
types of funds—which means, in effect, 
between the banks and insurance com- 
panies that administer them. For th: 
non-insured, trust-fund type plans ar 
usually handled by banks, the insured 
type by insurance companies. 
¢ Tide of Battle—In the 1930s, insur 
ance companies had the lion’s share of 
company pension business. Even today 
there are 23,000 insured plans covering 
4.8-million workers; and pension 1 
serves make up about 15% of over-all 
reserves of U.S. life companies. 

But insurance companies have been 
losing ground to the non-insured plans 
administered mainly by banks. Today 
it’s estimated the business splits 60-40 
in the banks’ favor. 

The reasons are many. One is that 
non-insured plans are more adaptable 
in terms of flexibility of contributions; 
and details can be changed more easily. 
Insurance companies have the handi- 
cap of paying what amounts to a 74% 
tax on their earnings, while non-insured 
plans pay none. State laws put a strait 
jacket on life insurance company invest- 
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those startling 
private pension funds 


ments, while non-insured plans can go 
in heavily for such high-vielding invest- 
ments as common stock, leasebacks, oil 
rovalty deals 

Insurance companies are losing to 
the banks not only some of their big 
ustomers, but some of the small com- 
pant which they had a 
near-monopoly. Small companies used 
to shun bank-trusteed plans because 
idministrative costs were too high and 
the funds too small for adequate in- 
vestment diversification. This barrier 
fell in 1956 when IRS permitted banks 


business on 


to commingle any number of small 
pension funds and administer them 


as a unit. This ruling opened the bank 
gates to small company business. 

¢ Fighting Back—The insurance in- 
dustry hasn’t taken these blows lying 
down. This hot competition with banks 
has added steam to the insurance drive 
to eliminate the federal tax on pension 
Some companies are trving 
to get the states to loosen the invest- 
ment strait jacket. And Equitable Life 
Assurance Societv—which has a third of 
its business in pensions—wants the New 


rCSerTves 


York insurance law amended so insur- 
ance companies can serve as trustees 
for pension funds (BW-—Jan.24'59, 


pil8). The fight is also behind the de- 
velopment of new insurance plans and 
policies—such as split-funding—to woo 
company customers. And it’s a factor in 
the push by some insurance companies 
for the right to sell variable annuities— 
which banks can already provide. 


Measuring the Impact 


The fact that the big banks and in- 
surance companies find the pension 
funds a prize worth battling for is 
just one more indication of how fat the 
funds have gotten and how fast they’ve 
grown. In 1940 there were a mere 
2,000 plans with $2.4-billion in assets. 
Today, with over 40,000 plans, assets 
make up a huge $33-billion-plus pile. 

The funds have become the country’s 
big new financial institution, and they 
are growing bigger at the rate of over 
$4-billion a year. 

Just where this new financial giant 
will stop growing, no one can say. 
Vito Natrella of SEC figures the funds 
will more than double in six years, to 
a $77-billion total. Some see a level- 
ing off around the $100-billion mark. 


Che problem of estimating their future 
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is compounded by the fact that only 
one-quarter of all workers are now 
covered; that leaves wide room for 
growth. If pension benefits are boosted 
as expected, even these current growth 
estimates may seem quite low. 
¢ Special Impact—Not all of the $33- 
billion salted away in the pension funds 
has the same impact on the economy. 
The special impact of the funds as a 
financial institution is concentrated 
mainly in the $19.3-billion stacked up 
in non-insured plans. That's because 
the $14-billion in pension reserves held 
by the insurance companies is com- 
mingled with their other reserves, and 
all their funds are invested on an over- 
all basis. 

So, to assess the special impact of 


the funds, it’s necessary to take a 
close look at the $19.3-billion in the 
non-insured plans. 

e Banks’ Stake—About 75% of this 


$19-billion is handled and invested by 
banks as pension trustees—with most 
of the business sewed up by New 
York banks. 

Six New York banks together—Bank- 
ers Trust Co., Chase Manhattan, First 
National City, Hanover, and Guaranty 
Trust Co. and J. P. Morgan, now plan- 
ning a merger—handle close to $10-bil- 
lion worth of pension assets, well over 
half the total held by all banks. Most 
funds, like AT&T’s $2.8-billion Go- 
liath, are handled by a single bank; but 
some divide up the kitty. General 
Motors, for one, splits its $677-million 
fund among seven Detroit banks. 

The banks have grabbed off this king- 
size share of the non-insured business 
iargely because of their long experi- 
ence in handling personal trusts and 
their large and well-trained investment 
staffs. 

e Lone Wolves—Yet a number of 
funds—those of General Electric. U.S. 
Steel, and Sears, Roebuck among them 
—are managed by company trustees 
or separate corporations. Companies 
usually go it alone in this way because 
they already have the necessary invest- 
ment experts on their staffs. GE’s 
$868-million pension fund (valued at 
cost), for example, taps the brains of 
some 14 investment analysts and ex- 
perts in the company treasurer’s office. 


New Management Jobs 
Besides creating a hefty new financial 
institution, the rapid climb of the pen- 
sion funds is raising a host of new 
management problems—not only for 
fund trustees who manage the money, 
but for top company management. 
Managing one of these fast-growing 
funds might seem to an outsider to be 
no different from handling any other 
large and lively investment portfolio. 
And, of course, many problems are the 
same. But there are sizable differences 


These Men Help 


that make pension fund management 
an art by itself. For example: 

¢ Since pension funds are tax- 
exempt, investment strategy can forget 
about taxes on interest and dividends, 
or capital gains. For the same reason, 
tax-exempts hold no charms. 

e ‘There’s a constant flow of money 
into the funds—and this inflow, as well 
as the amount to be paid out, can be 
calculated accurately for three to five 
vears ahead. This makes a technique 
like dollar averaging a natural. 

e Since investments are for the 
long haul, pension trustees can go 
heavily into such things as leasebacks, 
mortgages, oil leases, and not worry too 
much about liquidity of their bonds 
and stocks. 
¢ Goals—Investment goals are differ- 
ent, too. A fund’s basic aim is safety of 
principal, plus a minimum return— 
most actuaries now figure on a 2.5% 
return. So anything beyond that is 
so much gravy; it permits a company 
to cut down its fund contribution and 
maintain the same benefits, or make the 
same contribution and hike benefits. 
Dr. Paul Howell, pension consultant, 
calculates that if a fund can get a 
3.5% return over the long haul in- 
stead of the assumed benefits 
could be increased 25%. 

It’s no wonder, then, that companies 
put a premium on trying to better that 
assumed minimum yield. Management 
also figures it will have to hike benefits, 
anyway, as time goes on—and a fund 


2.5%, 
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with high yields as well as good appreci- 
ition gets a head start toward meeting 
these future demands. 

¢ Latitude—Pension trustees also have 
1 wider investment latitude than most 
trustees. Their only real legal hobble 
s in the IRS rules, which prohibit any 
transaction between the fund and the 
‘mployer company unless it’s clearly at 
‘arm’s length.” A recent federal law 
prohibits funds from investing more 
than 25% of their assets in employer- 
ompany debentures (as distinguished 
‘rom company stock, which such funds 
is Sears, Roebuck’s hold). 

Otherwise, the only restrictions are 
those the company lays down, and most 
corporations give plenty of elbow room 

usually only limiting purchases of 
company stock, or requiring certain 
proportions of bonds, stocks, or in- 
surance company “‘legals.”” A New York 
State Banking Dept. study showed that 
of 1,024 bank-trusteed plans, 702 had 
no restrictions at all. 


Hiring Out the Money 


With such freedom, pension fund 
investment policy ranges all over the 
financial map. Some funds are 100% 
in common stock; others, among them 
the United Mine Workers and Amal- 
gamated Clothing Workers funds, are 
heavy in government bonds. 

Basically, though, the typical pensior 
fund portfolio looks something like that 
of a balanced mutual fund. Here’s 
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is invested in common stocks. 


what the Securities & Exchange Com- 
mission’s 1957 breakdown of pension 
fund holdings showed: 


Type of 
Investment Amount Percent 
Corporate bonds $10.3-billion 54 
4.8-billion 25 
2.0-billion 10 
0.6-billion 3 





Common stocks 
Governments 
Preferred stocks 
Real estate, oil 
leases, cash 


oo 


1.5-billion 


These patterns continually shift as 
price-yield ratios and money market 
conditions change. In 1951, for ex- 
ample, government bonds accounted 
for 32%, common stocks for only 
12%. 
¢ Old and New—Corporates have long 
been the mainstays of the funds because 
of their stability and good yields. Right 
now, the funds buy many corporates 
through private placement, and go more 
and more into convertibles. 

Funds are also venturing into new 
fields. Oil wells are a fairly new in- 
vestment medium, but several funds— 
such as U.S. Steel’s, which has over 
$30-million socked away in oil and gas 
payment and royalties—have found them 
very profitable. 

Mortgage investments are another 
new area. While they currently account 
for only 2% of total holdings, such 
pension experts as Esmond B. Gardner, 
vice-president of Chase Manhattan 
Bank, suggest that mortgages might 








ys 





invest- 
ments of the U.S. Steel & Carnegie Pension 
Fund, Inc., helps manage some $1.1-billion 
in assets. The fund had a $496-million past 
service liability in 1950, but U.S. Steel has 
since put in enough money to reduce this 
by $297-million. 


well comprise 15% to 25% of a fund 
total portfolio. 

J. D. Lockton, treasurer of GI 
another advocate of mortgages as longs 
range investments for pension fund 
because they have good yields, are n 
callable, and often are available at han 
some discounts. 

But in the past few years mortgag 
have had to contend against high viel: 
of corporate bonds and the lack 
experience of many fund managers 
handling or evaluating mortgages. The: 
are signs now, though, of a_heavic 
swing into mortgages; in fact, one 
pension fund right now is in the market 
for a $50-million commitment. 

One new step that will help push 
pension funds into mortgages is a ne\ 
technique, developed by Instlcorp, In« 
of New York, a subsidiary of the in 
vestment company owned by New Yor! 
State’s mutual savings banks. Instlcory 
creates a variety of serial notes, backed 
by a specific package of FHA and VA 
mortgages, and makes them availabk 
to pension funds (BW—Aug.24'57 
pl0l). 

Leasebacks also attract the fund 
because of their long-term nature and 
their 5% to 8% yields, and becaus: 
the fund winds up owning the propert 
when the lease finally runs out. GI 
pension fund, for instance, has gone int 
leasebacks in a sizable way; its holding 
include a string of Sinclair service sta 
tions. And General Tire & Rubber Co 
pension fund owns part of the physical 
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properties of the Don Lee Radio net- 
work under a leaseback. 

Commercial paper is a_ brand-new 
investment medium. The Sears, Roe- 
buck fund, for example, put $58- 
million into top-grade paper in 1957, 
figured it provided a better yield than 
government bills, as well as good liquid- 
ity, while the fund waited out some new 
long-term commitments. 
e Diversification by 
funds 


Proxy—Mutual 


are also an outlet for pension 
funds. This is true m: uinly of the 
smaller funds, which don’t have _ re- 


sources enough for adequate diversifi- 
cation on their own, so buy it ready- 
made. The National Assn. of Invest- 
ment Companies reports that at the 
end of September, 1958, 2,584 pension 
funds had invested $65-million in mu- 
tual funds. This included two com- 
panies that invested 100% of their 
pension funds in mutuals. 


Stock Market Splurge 


But by far the most striking impact 
of pension investment centers in its 


heavy—and increasing—buying of com- 
mon stock in recent years. In 1957 


pension funds invested around $1-bil- 
lion—37% of net receipts—in commons. 
This made them the biggest institu- 
tional buyer of stocks on Wall Street. 
And they are now stepping. up the 
pace. 

Though the average fund puts about 
one-quarter of its money into commons, 
some go much deeper: GE has 32% in 
commons; Sears, Roebuck, 76%; Beth- 
lehem Steel, 66%; du Pont, 35 

The splurge in commons came mainly 
because of their high yields—and the 
results show up graphically in the SEC 
figures. In 1951, with stocks account- 
ing for 12% of fund portfolios, the 
over-all yield was 3.05%. By 1957, with 
stocks 25% of total portfolios, average 
yield had risen to 3.84%. Some funds 
report an average yield, based on cost, 
of well over 6%. The funds’ view of 
commons as a good hedge against in- 
flation is another potent lure. 
¢ Change of View—The switch into 
commons has come rapidly. A decade 
ago, in 1948, bankers were cautious 
about commons and had put only 10% 
of the funds into them. One factor that 
helped change the bankers’ attitude was 
the action of the Federal Reserve Board 
Banks Retirement System in 1949, per- 
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mitting its fund to make an initial com- 
mitment in stocks. Then in 1950 New 
York changed its trust laws to allow 
trustees to invest up to 35% of the 
trust portfolio in common stocks; and 
amendments to other state trust laws 
opened the doors for personal trusts to 
invest in commons. 

The 1953-1956 stock boom, plus the 
current one and the renewed fear of 
inflation, pushed many more funds into 
commons. Only last summer, the Bell 
System authorized Bankers Trust Co. 
to invest up to 10% of Bell’s pension 
funds in commons—the first time it had 
permitted any purchase other than 
bonds. Several union funds followed. 
¢ Blue Chips Favorites—Most of the 
pension funds stick closely to blue 
chips. A study made for the Senate 
Committee on Banking and Currency a 
few years ago showed that pension funds 
concentrated one-quarter of their total 
stock purchases on 25 of the most popu- 
lar blue chips. The 1955 New York 
State Banking Dept. study of holdings 
of bank-trusteed funds showed the same 
preference. The 10 most popular top 
holdings were all market favorites. 

Just how broad is the list of blue 
chips held by the funds is difficult to 
determine. Many Wall Street pros 
figure the range as broad as 200 issues, 
but feel there’s a sizable concentration 
on 100 stocks. 

This doesn’t mean, however, that 
fund managers are wedded to any given 
issue. “When the prices get out of line, 
we hunt for lesser-known securities, or 
switch to other investments,” says one 
fund manager. And all managers don’t 
see eve to eve. Recently, one big New 
York bank sold Standard of Indiana 
from its pension funds while a neighbor 
across the street was buving. 
¢ Market Stabilizer—On an _ over-all 
basis, though, pension funds lock away 
more stock than any other institutional 
investors. The Senate study showed 
that pension funds purchased $4.60 of 
stock for every $1 sold. This far outdid 
the mutual funds, which purchased 
$1.60 for every $1 of stock sold. 

It is already apparent that the heavy 


fund purchases of stock have had 
two immediate effects on the stock 
market. 


e Their constant buying—concen- 
trated on a fairly limited range of blue 
chips—has created some “upward bias” 
on the prices of these securities. 

e And pension funds tend to have 
a stabilizing effect on the market. At 
the Fulbright hearings on the stock 
market, witness after witness, including 
Winthrop H. Smith of Merrill Lynch, 
Pierce, Fenner, and Smith, attested to 
this. 

Dorsey Richardson, former chairman 
of the executive committee of the Na- 
tional Assn. of Investment Companies, 
taking the same view, explained the 






























































































































funds’ influence this wavy: “.. . Institu- 
tional investors are cash buyers, not 
margin buvers. They have long-term 


investment objectives and are not sub- 
ject to panic selling in the face of mar- 
ket decline, and not harried by short- 
term fluctuations. heir approach is 
professional. They do not follow stock 
market prices up. 


How Much Company Stock? 


Besides the problems that worry 
other investors, pension fund managers 
have a few special ones of their own. 
One of the most ticklish is the question 
of investing pension funds in an em- 
plover’s own securities. Many com- 
panies are dead set against such a policy, 
and most bank trustees feel that any- 
thing more than a very modest invest- 
ment of this sort would be unwise. 
Such an investment, says Canby Bal- 
derston, vice-chairman of the board of 
governors of the Federal Reserve, 
“places employee funds that they should 
be able to rely upon in a ‘rainy season’ 
in the same company on which they 
depend for their jobs and livelihoods.” 

Critics argue that such investments 
permit a pension fund to be used as a 
captive source of funds for the employer 
company—and that if the buying con- 
tinues, the pension fund may wind up 
with control of the corporation. 
¢ Case of Sears—That’s just what hap- 
pened in the case of Sears, Roebuck, 
where the profit-sharing pension fund 
has been buying Sears stock at the rate 
of $50-million a year. At the end of 
1958 the fund owned over 19-million 
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shares, worth around $750-million at 
market. This huge block not only made 
up 74% of the pension fund’s total 
assets, but amounted to 26% of all out- 
standing Sears stock, giving the fund 
effective voting control. 

That’s why the Sears fund came in 
for sharp questioning before the Senate 
Committee investigating the stock mar- 
ket boom in 1955. Committee mem- 
bers were also worried that the pension 
etup could perpetuate management 
ontrol of the company—because Sears 
lirectors appointed the fund trustees, 
isually company officers, and the trus- 
ces in turn always voted the fund's 
tock for management. 

Sensitive to this criticism, Sears re- 

vamped its pension setup last year. An 
ndependent research organization is 
iow to poll the 95% of Sears employees 
vith vested rights in the pension plan 
to find out how they want to vote the 
fund’s Sears stock that is credited to 
cach of them. The trustees then are 
cxpected to follow these instructions. 
Only the nonvested shares—some 5% of 
the fund’s Sears holdings—are voted at 
the trustees’ discretion. 
* Minor—Aside from Sears and a few 
small companies, purchases of com- 
pany stock do not as yet represent a 
major problem. The SEC found in 
1957 that of the $4.8-billion pension 
monies invested in common stock (at 
cost) only $584-million, or 12.3%, had 
been put in the employer’s stock. Sub- 
tract the huge Sears block, and the per- 
centage shrinks to less than 3%. 

An even thornier question for fund 
trustees is that of buying securities in 
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competitor firms. So far these trustees 
have few qualms about such _ invest- 
ments, look upon them simply as 
another security. Bell System funds 
own General ‘Telephone securities; GE 
owns Westinghouse bonds; Sears has 
owned Montgomery Ward stock. Yet, 
trustees are aware this may become a 
serious problem in the future. 


Controlling Companies 


Already, one phase of this problem 
is furrowing many brows. It’s the ques- 
tion whether pension funds won't 
eventually gain control of some of the 
companies whose stock they own. 
Known cases are few as yet—one is the 
pension funds of the Springfield (Mass.) 
newspapers, which own 79% of the 
stock in Atlas Tack Corp., a manu- 
facturer of tacks and hardware, 70% of 
the stock in Exchange Buffet Corp., a 
cafeteria chain, and 87% of Long- 
champs, Inc., restaurant chain. 

One factor, though, tends to keep 
this sort of thing at a minimum: Most 
pension fund money is invested in blue 
chip companies, which usually have 
large amounts of stock outstanding. 
For example, the most popular holding 
of bank-trusteed plans in New York 
three years ago was Socony Mobil. Yet, 
the collective pension holdings of 30 
big banks represented only 2.6% of 
ali Socony stock. 
¢ Not Power-Hungry—Talk to the 
average pension trustee, and you find 
him very leery about using his power 
to jockey for position or influence. 
Most trustees shy away from the very 


idea; they’re keenly aware of the pub! 
reaction and regulation that might 
sult. 

This doesn’t mean, however, 
pension funds play a totally pas 
role; most trustees do vote the fund 
stock—and usually for management 

“If we didn’t like management, 
wouldn’t have bought in the first plac: 
one trustee explains. When a fund 
sours On a company’s management, the 
normal policy is to sell out its holdings 
Yet there have even been cases wh 
pension funds helped finance pro 
fights to oust management. 
¢ But a Strong Influence—Pensi 


funds wield, in any case, a very suptl 
influence—though it’s not very different 
from that of other big financial inst 


tutions. Here’s how the manag 
one fund describes it: 

“As part of our investment proc 
we usually have one of our analyst 
call on executives in the companies in 
which we hold a sizable position, o1 
are thinking of adding to our portfoli 

“In the course of business, the ana! 
will ask some fairly sharp question 
about various phases of the compan) 
operations. For example, one analyst 
recently asked the officer of one big 
Connecticut firm why it continued 
pouring money into a division that was 
a steady money-loser. 

“Apparently, the question was being 
asked by analysts from other group 
having a position in the company’s stock 
—mutual funds, investment companies 
and insurance firms. Before long that 
company got rid of that division.” 

Dr. Roger Murray, former vice-presi 
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If water is important 
to your business... 


STATE OF ILLINOIS—DIVISION OF 
INDUSTRIAL PLANNING AND DEVELOPMENT 


Room 116A, State Capitol Building 
Springfield, Illinois 

Please send Section I— 
Illinois “Atlas of Indus 


Water Survey—of the 
trial Resources” to 
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AVAILABILITY IN 
ILLINOIS IS FIVE TIMES 
PRESENT USAGE 


New Scientific Study of Illinois 
Resources Makes Site Selection 
More Accurate, More Economical! 


This authoritative, 58 page study 
gives you exact information about 
the availability of water in IIli- 
nois. It is what you need to evalu- 
ate possible plant locations. 

The water survey is the first sec- 
tion in a comprehensive “Atlas of 
Industrial Resources”? which will 
give you accurate descriptions of 
Illinois minerals, agriculture, 
transportation, utility facilities, 
forest and present manufacturing 
industries. Included also will 
be data on population, labor sup- 
ply, markets, 
educational and 
recreational fa- 
cilities, and 
governmental 
conditions. 
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Water Resources 
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Climate 

Get your copy 
of this valuable 
study by filling 
in and mailing 
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the coupon. 


For information and help regarding any problem 
related to industrial expansion or relocation, 
write, call, or wire IN CONFIDENCE to: 


STATE OF ILLINOIS 
DIVISION OF INDUSTRIAL 
PLANNING AND DEVELOPMENT 


State Capitol Building 
Springfield, Illinois 
James F. Cannon William G, Stratton 
Superintendent overnor 
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dent of Bankers Trust Co., and now 
a professor at the Columbia Business 
School, says: “Ask the right questions, 
and it’s almost startling what an active 
part a major stockholder may be taking 
in shaping company policy.” 


Collective Power 


If the power of individual funds 
seems far from fearsome, when you 
lump them all together the question 
looms larger. It is fairly obv+ous that 
collectively pension funds, along with 
other financial institutions, are slowly 
but surely increasing their corporate 
stock holdings. At some point, this 
may mean their collective control of 
a number of corporations. It’s this 
increasing institutionalization of pri- 
vate property that is deeply disturbing 
to political scientists such as Dr. Adolph 
A. Berle, Jr., former Assistant Secretary 
of State and now a Columbia law pro- 
fessor. This same subject comes up in 
a study that pension consultant Robert 
Tilove has done for the Fund for the 
Republic, which will be published soon. 

What has happened is that high 
taxes have whittled down the rich in- 
vestors of the 1920s who held sizable 
blocks of stock and controlled corpora- 
tions. Their place has been taken by 
the financial institutions—mainly the 
mutual funds, insurance companies, 
pension funds. 

While these have increased their 
holdings, the remaining ownership of 
corporations has been fractionalized 
among millions of new investors, most 
of whose holdings are minute. As a 
result, says Father Paul Harbrecht, 
pension fund authority and _ lawyer, 
some 60% of corporate ownership is 
cut off from effective control. This 
makes the voice of the financial insti- 
tutions all the larger. 
¢ Climber—And unmistakably, it’s the 
pension funds that are the big new 
force behind this institutionalization 
of property. The NYSE figures on this 
score are striking. Between 1949 and 
1957 institutional holdings of stock 
jumped from $9.5-billion to $30.3-bil- 
lion, a 218% gain. During that same 

period, pension fund holdings went 
os $500-million to $5.7-billion, a 
1,040% gain. Pension funds currently 
account for close to 20% of all stocks 
held by financial institutions. 

As yet, there’s no yardstick to meas- 





Look what Riegel 
paper is doing: 


* New: Punchless loose leaf 
* Booster for Jack Frost 
* Now: Coated heavy board 


* Why punch holes in papers you 
want to protect? Here’s a punchless 
paper holder with a unique spring 
clip that has a bulldog grip. No holes 
to punch...no holes to tear...easy 


to operate as a safety pin. No need 
to lift top papers to get the one you 





want... just lift the clip and slip the 
sheet in or out, anywhere in the 
stack. Covers are Riegel’s Pressboard 

..a tough paper that lasts longer, 
costs less, doesn’t crack, and doesn’t 
have sharp edges. Advanco Prod- 
ucts, Inc., Elmhurst, L.1., makes ’em. 
Have you a need for paper like this? 


* Jack Frost brown sugar stays 
wonderfully soft, fluffy and fresh be- 
cause it’s packed in a special Riegel 
over-waxed, laminated glassine. 





* New Riegel facilities permit sol- 
vent or aqueous coatings on heavy 
paper up to 25 pts... for heat-sealing, 
quick release, resistance to grease, 
abrasion, moisture, etc. Want facts? 


* One of our 600 papers may fit 
your needs. Write Riegel Paper 
Corporation, Box 250, New York 16. 
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}. D. LOCKTON of GE warns that invest- 
ing funds in risky or unproductive projects 
jopardizes pensions. 


ure just how much of a problem this 
concentration of wealth in the hands 
cf institutions really amounts to. But 
i's bound to magnify in the next few 
\cars. And most pension trustees are 

ll aware that if the public ever gets 
the idea that pension funds do have an 
undesirable influence on corporations, 
government regulation would be in the 
cards. 

Already, there has been talk of creat- 
ing a new non-voting stock for purchase 
by pension funds and other financial 
institutions. In Europe, governments 
now regulate pension fund investments. 
li France, for example, pension funds 
must be 100% invested in governments. 


What Unions Want 


U.S. companies haven’t yet felt the 
government’s hot breath down their 
necks regarding pension investments. 
But unions are already demanding a 
Say-soO in pension investment policy. 
The unions aren’t interested in day-to- 
day investment operations. What union 
leaders such as Walter Reuther and 
David McDonald want is to have a per- 
centage of pension money invested in 
“social purpose” _ projects—low-rent 
workers housing, medical clinics, hospi- 
tals, recreation areas in communities 
where the workers live. 

his has already been tried by some 
unjon-industry funds. The Amalga- 
mated Clothing Workers Fund put 
$15-million into the East River Hous- 
ing Corp., a low-rent project in New 
York City, and the Mine Workers 
Fund lent $31-million to build hospi- 
tals for miners. 

_ The union demand got a recent air- 
ing when Reuther complained that 
Ford pension funds had invested in a 
luxury housing development in New 
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York City and had shunned middle- 
income housing in Detroit. The issue 
is expected to come up again at steel 
bargaining sessions this spring. 
e Risky—So far, management has 
turned a deaf ear to such proposals, sees 
them as just one more way unions are 
trying to invade management’s domain. 
Most company officers go along with 
J. D. Lockton of GE, who feels that 
“investing welfare funds in risky, unpro- 
ductive, or financially unattractive proj- 
ects would place those funds, and em- 
ployee benefits, in jeopardy.” 


Top-Level Decisions 


Handling investment problems is 
mainly a worry for fund trustees, and 
only broad policy decisions spill over 
onto top management desks. But com- 
pany managements are running up 
against a host of other problems «nvolv- 
ing pensions—and their decisions may 
well mean that today’s “typical” plan 
will be the “sport” in 10 years. 
¢ When to Retire—There may be a 
shift, for example, in retirement age. A 
lot of questions are being raised now 
over whether retirement at 65 should be 
normal and often mandatory, whether 
the trend in recent years to lower retire- 
ment ages makes sense. Management 
is now discovering that many of its 
65-year-old employees are still in top 
physical and mental shape, and is won- 
dering if it should really push them off 
arbitrarily into retirement. 

Shell Oil Co, has just made a step 
toward delaying retirement. Shell origi- 
nally had compulsory retirement at 60, 
later extended the cut-off date to 65— 





but with the man who stayed till 65 
getting exactly the same pension deal 
as one who left at 60. Now the com- 
pany has tacked on a pension premium 
for those who work the extra five years, 
hopes it will induce more workers to 
stay on. Shell’s top 200 or so ex 
ecutives, however, still have to quit 
at 60. 

The cost factor is also behind the re- 
consideration of retirement age. As the 
life span increases, the cost of providing 
pensions for workers beginning at age 
65 goes well beyond the price tags origi- 
nally calculated. A poll of 162 compan 
presidents revealed a great many wer 
worried about “the prohibitive futurc 
cost” of current retirement policies 
Over half suggested that retirement at 
70, or even 75, would be more common 
in the future. 
¢ Living Costs and Pensions—The long 
time policy of basing pension benefit 
on average pay has also run into som« 
serious snags. Here, inflation is the 
culprit. As a result, new benefit for 
mulas are emerging. Some plans now 
base benefits on final salary, or on aver- 
age pay for the final 10 years, as a way 
of keeping pensions in line with living 
costs.» Others—among them, the Long 
Island Lighting Co., and several airline 
in their contracts with the Air Lin 
Pilots Assn.—have tackled the problem 
by offering variable annuities. ‘Th 
United Auto Workers and the St 
workers have picked up this idea, an 
will be pushing for some sort of cost-of 
living escalator on pensions. 

The unions are also determined to 
eliminate the practice of deducting So- 
cial Security payments from total pri- 





"Some employees seem reluctant to retire at 65.” 
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HOW LESTOIL 
RAISED SALES 


66,000% 


IN FIVE YEARS ‘ 
* 


Last year, Lestoil’s entire adver- 
tising budget ($9,000,000) went 
into spot television. Result: sales 
of this household cleaner reached 
100 million bottles annually (as 
compared to 150,000 in 1953). 


An amazing growth for a company 
which spent only $10,000 for ad- 
vertising five years ago. Evén 
more so, considering that Lestoil 
has no large-scale distribution 
west of the Mississippi and south 
of Washington, D. C. 


This distribution pattern is just 
one reason Lestoil uses spot 
television. There’s no waste cir- 
culation: Lestoil puts its money 
where the product is. Spot tele- 
vision’s combination of sight, 
sound and motion creates de- 
mand, forces distribution, sells. 


Interested in your company’s 
sales and advertising? Let us mail 
you a booklet entitled “The House 
That Television Built.” Prepared 
by the Television Bureau of Adver- 
tising, it details the Lestoil suc- 
cess formula which raised unit 
sales 66,000% in five years. Write 
Bruce R. Bryant, General Manager, 


CBS TELEVISION SPOT SALES 


485 Madison Avenue, New York 22, New York. 
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vate pension payments wherever this 
practice stil! remains. 

Perhaps the toughest issue manage- 
ment has to come to grips with, and one 
that will get top billing in the next 
few years, is the question of vesting. 


Tough Management Problem 


Vesting permits an employee who 
leaves the company before normal re- 
tirement age to take with him part or 
all of the pension funds set aside for 
him by his employer. Sometimes he 
can get this benefit in the form of a 
cash settlement, but more often as a 
partial pension annuity pavable at 65. 
¢ Reluctant Management—Vesting his- 
torically has run against management’s 
grain. For one thing, if pensions really 
help to tie emplovees to their jobs and 
keep down turnover, vesting goes in 
just the opposite direction. 

“Put in full and immediate vesting” 
says one company vice-president, and 
“you give employees an incentive to 
leave rather than stay. Our pension 
contribution simply becomes a bonus 
they get for leaving us.” 

Another reason for management's 
foot-dragging is that vesting is a very 
expensive proposition. Martin E. Segal, 
one of the country’s top pension con- 
sultants, figures that adding full and 
immediate vesting to a normal pension 





MARTIN E. SEGAL, pension consultant, 
says full and immediate vesting can hike 
costs as much as 40%. 





plan could hike costs as much as 40%. 
The mathematics are complicated, but 
the reason is easy to see—if out of every 
100 employees, 20 normally stay on to 
retirement age, total payments will 
obviously jump if everybody gets some 
sort of pension or cash payment. 

¢ Voluble Labor—On the other side, 
the unions argue volubly for full and 
immediate vesting—mainly on_ the 
ground that pensions are really deferred 
wages. One argument takes this line: 
Say the union settles with a company 
on a 10¢-an-hour package, 6¢ in imme- 
diate wage increases and 4¢ for pen- 
sions. In a sense the union members 
are taking 4¢ of the package “as de- 
ferred wages”—and the worker has a 
claim against that 4¢. 

Another union argument is ex- 
pressed by Lane Kirkland, research 
director of the International Union of 
Operating Engineers, who points out 
that in many industries, turnover is so 
great that it’s unusual for one worker 
in 10 to stay with an employer long 
enough to collect a pension. 
¢ Supporting Views—Some economists, 
such as Beardsley Ruml, go along on 
vesting. Rum] feels that lack of vesting 
tends to cripple labor mobility, con- 
tends that without vesting, pension 
funds can transform the American 
economy into a “new feudalism.” Indi- 
viduals will be locked into employment 
in companies where they have accu- 
mulated substantial pension rights, and 
companies will be “unable to employ 
desirable personnel over a certain age 
because of the impossibility of accu- 
mulating pension provisions.” 

Some in the management camp buy 
this argument. Others see liberal vest- 
ing as a way of easing out executives 
who don’t make the grade. The presi- 
dent of a billion-dollar oil company 
which has adopted liberal vesting puts 
it in these terms: Take a 50-year-old 
vice-president who has been with the 
company 20 years but isn’t pulling his 
weight in his new post. If the com- 
pany fired him, the officer wouldn't get 
a dime’s pension; few other companies 
would take him on because he repre- 
sents too large a pension cost. 

But with liberal vesting, the officer 
could retire right now on a tidy pen- 
sion or could go into the job market 
and tell prospective employers that his 
retirement was already taken care of. 
e Middle Ground—Today, vesting is 
catching on. In 1952, a Bankers Trust 
Co. survey turned up few plans in the 
mass-production industries with vest- 
ing; in 1956, 27% had it. 

In going to vesting, management has 
taken the middle ground, limiting it 
mainly to older workers with sizable 
service. Only a handful of companies, 
such as the Columbia Broadcasting 
System, offer immediate vesting. 

Most vesting schedules provide for 
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gridual acquisition of a 100% status— 
sa\, 25% after five vears’ service, 50% 
after 10, 75% after 15, 100% after 20. 
American Sugar Refining Co., for ex- 
ample, provides vesting to emplovees 
with 15 years service at age 50. 


Problems for Everybody 


But the problems the pension funds 
are churning up can’t be confined in- 
side corporation offices; they’re spread- 
ing far and wide. The economists are 
just scratching the surface on dozens 
of questions that need answering: 
What impact will pension funds have 
on the supply of capital funds? How 
can they be used to support economic 
growth and make the maximum con- 
tribution to economic stability? What 
influence will they have on savings? 

What the economists turn up may 
well upset many an earlier theory—for 
example, the long-held notion that pen- 
sion funds would tend to discourage 
thrift and reduce the flow of money 
into savings accounts and life insur- 
ance. Such economists as George Garvy 
of the New York Federal Reserve Bank 
feel that on balance the net effect 
of pension funds is to stimulate indi- 
viduals to put more into savings. 
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“It’s not too hard to envision a pension fund winding up with control of the company.” 


William Butler, a Chase Manhattan 
vice-president, has this explanation: 
“Without private pensions, the amount 
a person needed to save for retirement 
looked discouragingly large. Now that 
private pensions have made retirement 
a possibility, many people will save to 
make retirement a little more pleasant.” 

It’s just this sort of question that the 
National Bureau of Economic Research 
and the Wharton School of Finance 
and Commerce are busily delving 
into. 
¢ Legislators—The nation’s legislators 
are faced with more immediate issues. 
The need for legislation in the pension 
area was made clear by the Senate Sub- 
committee on Pension and Welfare 
Funds (Douglas Committee), which 
turned up dozens of cases of looting and 
mismanagement of pension funds— 
mostly of the union-industry type. To 
prevent such situations in the future, 
the committee recommended overhaul- 
ing outmoded state and federal laws 
and adding new ones. 

To support government regulation, 
the subcommittee argued that in many 
cases pension beneficiaries had no one 
clse to turn to, that the government 
itself had a big stake because of the 
funds’ tax exemption. 

















Congress’ first effort to put a bridle 
on pension funds was the passage last 
session of the Disclosure Bill, requiring 
all pension funds to file annual reports 
of operations with the Secretary of 
Labor, who then makes them availabl 
for public inspection. The law, however 
sets up no operating rules or actual 
standards for funds. 

Indications from last year’s legislative 
go-round are that Congress feels the fed 
eral government should provide onl) 
mild remedies, that it’s up to the states 
to furnish the real safeguards. But so 
far, the states have made only minor 
passes at assuming this responsibility. 
Several—such as New York and Wash- 
ington—have disclosure and regulation 
bills, but applying mainly to union- 
employer funds, not unilateral plans. 

When regulation does come, the first 
target will likely be to prevent milking 
of funds through exorbitant salaries and 
self-dealing. Another area that legislators 
are poking around in is the setting of 
some sort of investment and actuarial 
standards, as well as encouragement of 
eficient management. To Murray 
Isaacs, head of the New York State 
welfare fund bureau, more efficiency is 
a key point; lack of knowhow, he says, 
is “probably more responsible for waste 
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those startling 
private pension funds 


of funds than deliberate dishonesty.” 
¢ Courts—Whatever laws are passed, 
the courts will have their hands full. 
The courts will have the job of evolving 
a coherent body of law to reconcile 
traditional property rights with this 
new form of property that has suddenly 
emerged, involving billions of dollars 
and millions of workers. Here are some 
legal riddles for the courts: 

¢ What rights does a worker have 
in a company pension plan? So far, the 
courts generally have taken the position 
that a worker has no rights until the 
time he becomes eligible for a pension 

¢ What rights do workers have to 
pension funds in case of termination of 
the plan or liquidation of the company? 
Up to now, when a company that’s 
liquidating hasn't set up a separate pen- 
sion fund, the courts have given workers 
very little standing as creditors. Where 
there’s a separate pension fund, em- 
ployees’ claims have usually been lim- 
ited to money in the fund. This is 
usually doled out first to those alread 
receiving pensions; any that’s left over 
goes to those about to retire, with 
younger workers usually left out in the 
cold. Yet, if the fund represents an 
accumulation of deferred wages, why are 
younger workers excluded? 

This kind of problem also becomes 
important in a plan that proves out 
to be inadequatelv funded on a long- 
term basis. Under such plans, a worker 
is never sure just what his benefit will 
be. Anthracite coal producers, for ex- 
ample, have contracted to pay 50¢ per 
ton royalty into the UMW pension and 
welfare plan. The calculation was that 
workers would get $100-a-month pen- 
sions at age 60. Yet the sharp decline 
in tonnage in the industry brought pen- 
sions down to $50 in 1954, and as low 
as $30 recently. 

¢ Can employees force companies 
to pay pensions they have promised in 
writing to pay? Most companies write 
escape hatches into pension plans to 
provide an out if they run into financial 
straits. But the question has been raised 
whether it’s fair for employers to retain 
these escape hatches and at the same 
time give employees a false sense of 
security about pensions. 

The New York Insurance Dept. 
found that of 188 pension plans studied, 
only 84 had ever made it clear to em- 
ployees that pension benefits were not 
guaranteed, and 70 even implied con- 
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trary to fact that benefits were guaran- 
teed or promised without reservation. 
* Accountants—The accountants, too, 
still have a lot of things to iron out, 
mostly concerning the complicated 
handling of past service costs. Current 
and past service contributions are usu- 
ally lumped together on the annual 
income statement, but few companies 
list their total past service obligations 
in any place where it’s easy for the 
public to see. 

This may seem just a technical fly 
speck. But the liability represents a 
huge lien on future earnings that can be 
important to stockholders, or to inves- 
tors making a security appraisal. 

“In practical terms,” explains one 
accountant, “the difference between a 
company that has paid off $400-million 
in past service costs and a similar-sized 
company that hasn’t made a dent on 
paying them off is considerable. It 
makes a difference in past earnings, 
ind will make a difference in future 
carnings.”” 

But so far, few companies show this 
past service liability figure in their 
innual reports, and the American Insti- 
tute of Certified Public Accountants has 
1ot vet made a specific recommendation. 


Where They’re Heading 


These problems, and many others, 
vill have to be thrashed out in the next 
few years—and the results will shape 
future pension development. 

While much of the pattern is still 
onfused, some trends seem to be clear. 
ne is that pension plans are bound 
‘o cost more. The trend is decidedly 
o hike benefits, provide such things 
s vesting, special widow’s benefits. And 
he concept of a “portable pension”— 
vith liberalized vesting that permits 
vorkers to carry their private pension 
‘ights from one employer to another— 
will spread. 

Some new Teamster contracts are 
‘rying a further experiment. These per- 
mit a Teamster to move from one 
industry to another and still continue 
to build up his pension rights. A Team- 
ster with 10 years of pension credits 
with a New York trucking firm might 
move to New Jersey, take a job with a 
warehousing company, and get pension 
benefits equal to the sum of those due 
from the two employers. This idea has 
already become a political issue; it was 
introduced in the 1958 New York 
governor's race by Nelson Rockefeller. 

It’s also obvious that management's 
freedom of action will be further cur- 
tailed—by unions, by legislatures, by the 
courts. Companies will have to spell 
out pension nghts much more carefully, 
and can look for a series of curbs on 
fund financing and investment policies. 

In terms of growth, unless the econ- 
omy goes into a tail spin, pensions will 
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“The trend is decidedly to bike benefits.” 


keep on skyrocketing. Just how fast 
depends on employment trends, the 
level of prosperity, labor's bargaining 
strength, and the priority unions give 
tc pensions over other demands. 
Some of the growth will come from 
expansion of mass-production indus- 
tries, already well-blanketed by plans. 
A good slice will come in such indus- 
tries as textiles, tobacco, furniture, 
where unions so far have been putting 
wage boosts ahead of pensions. And 
a good deal of the gain will come from 
small businesses, which are just begin- 
ning to see the tax angles in pension 
plans along with the employee benefits. 
¢ Challenge—The tough task of shap- 
ing the growing giant presents a critical 
challenge to U.S. businessmen, as well 
as to workers, unions, legislators, and 
courts. G. Warfield Hobbs, vice-presi- 
dent of the First National City Bank 
of New York, puts the challenge in 
these terms: “I feel although some of 
these contracts have been in existence 


25 or 30 years, that by and large th« 
whole field is new. . . . It has hit us 
like a tidal wave. . . . It’s going to be 
one of the greatest influences in ow 
economic and social future. . . . It i 
one of the largest financial problem 
facing anybody. . . .” 
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CLARK CONTAINERS SELL ON SIGHT. hey never 










stand idle...instead demonstrate an obvious knack for getting off the 
shelves and into shopping carts, purses, packages. Why? Because 
J. L. Clark’s Art Department is well versed in merchandising know- 
how and sales psychology as well as artistic talent. The result: 


colorful lithographed containers, designed to sell on sight, 
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lithographed metal containers y 


Colorful booklet ‘A Busi- J K 
nessman's Guide to Con- ” L . CLA ~ 

tai Design" gi i ; 
ee Se ae ee J. L. Clark Manufacturing Co., Rockford, Il); 
designed to sell on sight, Liberty Division Plant and Sales, Lancaster, Pa.; 
Send for a copy today. New York Sales Office, Chrysler Bldg., New York 17 














































INTERNATIONAL OUTLOOK 


BUSINESS WEEK Nikita Khrushchey bore down this week on the economic contest 
between East and West. This was the main theme of the address he gave 

JAN. 31, 1959 in Moscow to the 21st Congress of the Communist Party. And the Soviet 
Premier predicted the coming victory of Communism with complete confi- 
dence. 


Khrushchev’s confidence is based both on the missile strength that 
Russia already possesses and on the economic strength he expects it to 
achieve from the new Seven-Year Plan. But what Khrushchev stressed was 
Russia’s ability to win the cold war by surpassing the U.S. economically. 





A BUSINESS WEEK 





In defining the cold war primarily in economic terms, Khrushchev gave 
no hint of political concessions that would ease East-West tensions. For 
example, there was no sign in his speech of any give on Berlin or on German 
unity. He stood pat on his earlier demands for a Western withdrawal from 
West Berlin. Also, he insisted that negotiations on German unification 
must be conducted between the two Germanys. 


Even so, Washington doubts that Khrushchev intends to build the Berlin 
issue into a military crisis. Some U.S. officials think that Deputy Premier 
Mikoyan, on his return from the U. S., warned his boss against such a course. 


SERVICE 






The West will test Khrushchev’s Berlin policy soon by making a bid 
for a Big Four foreign ministers’ conference on Germany. Secy. of State 
Dulles said this week he would welcome such a conference—if the agenda 
were broad enough to cover all German problems, not just Berlin. Dulles 
even threw out some bait to Moscow by agreeing to discuss a Soviet-backed 
Polish plan for demilitarizing a large zone in Central Europe. 


However, Dulles still is skeptical about the interest Khrushchev 
expresses in promoting a thaw in the cold war. Dulles still hasn’t seen 
any evidence that Moscow is ready to contribute to such a thaw. 






Western oil companies that operate in the Middle East soon may face 
a general demand from the Arabs for a bigger share in profits. Venezuela’s 
successful shift to a new profit split has helped whet the appetites of the 
oil-producing countries in the Middle East. 


This issue could come to a head at an Arab League oil conference this 
spring. All the Arab League countries, whether they produce oil or not, 
plan to send delegations. (The oil companies are planning technical 
exhibits.) 






Saudi Arabia already is trying to line up the other oil producers in a 
common front against the foreign companies. Saudi oil officials recently 
have been talking up the idea of joint bargaining in Iraq and Kuwait. How- 
ever, Pres. Nasser of the United Arab Republic will want to get in on the act. 
And this could lead Iraq, now on the outs with Nasser, to block any joint 
move by the Arab oil countries. 


The oil companies, for their part, are looking for ways to improve their 
position in the Middle East. At some stage, they may consider contributing 
financially—via the new Arab Development Bank—to a regional economic 
development plan. 
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Hopes are fading in Paris for an early end to the Algerian war. 


Severe fighting has again flared throughout Algeria. The French Army 
is asking for postponement of government plans to reduce the French mili- 
tary effort. Rebel forces have just blown up an oil train from a Sahara field, 
thus trving to scare off foreign interest in the area. The attack on the oil 
train, the first of its kind in over a year, came right after Standard Oil Co. 
(N. J.) announced that it was joining the search for Sahara oil. 


If the Algerian fighting continues many more months, France could be 
in economic trouble again. The savings in de Gaulle’s austerity budget 
would be wiped out. Then France would have to call on its partners in the 
European Common Market, especially West Germany, for new stabilization 
credits. 


A real antitrust policy is emerging in Britain. 


This week the Restrictive Trade Practices Court ruled against a well- 
established price-fixing agreement among spinners of cotton yarn. The 
judgment, the court’s first in a price-fixing case, seems to have sealed the 
fate of hundreds of British price rings and cartels. The result will be more 
competition, and more company mergers, in British industry. 


The hearings in this case lasted 28 days, with the Lancashire Yarn 
Spinners Assn. using everything in the book to defend “stabilization” 
schemes. Politically, the association’s strongest argument was that removal 
of the price scheme would force many textile mills to close, thus creating 
heavy local unemployment. But the court ruled that the agreement had to 
end, regardless of such hardships. 

—— 9... 


Mexico and Guatemala have got into a nasty row. As a result, the 
Mexican government has broken off diplomatic relations (page 134). 


On the surface, it looks as if the trouble blew up simply because of a 
local fishing dispute. (The Guatemalan air force attacked some Mexican fish- 
ing boats in border waters.) But observers in Mexico City say there’s more 
to this affair than just fish. They point to factors like these: 


¢ Pres. Ydigoras of Guatemala needed a jingoistic issue to strengthen his 
shaky political position at home. So he was looking for an occasion to take a 
crack at Mexico. 


¢ Mexico and Guatemala both have a yen to take over Belize (British Hon- 
duras). Ydigoras claims that this British colony rightly belongs to Guatemala, 
and he apparently thinks there are rich oil deposits there. Mexico makes 
the same claim. 


e There have been rumors in Guatemala that Mexican interests have been 
supplying guns to the Guatemalan opponents of Ydigoras. 


If this Latin American rift should widen, businessmen would feel the 
effects throughout Central America. The Pan-American Highway, now near- 
ing completion, would be stalled (materials for the highway reach Central 
America via Mexico). This could delay plans for the new Central American 
Common Market, which has been planning to use the Pan-American High- 
way for trade with Mexico and the U.S. 


American companies operating in Mexico also could be hurt. Some of 
these companies sell to Central America through their Mexican branches. 
Guatemala already has banned all imports of Mexican goods. 

Contents copyrighted under the general copyright on the Jan. 31, 1959, issue—Business Week, 330 W. 42na St., New York, N. Y. 
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Delicate electronic equipment, 
produced by Edgerton, Germeshausen 
& Grier, Inc., Boston, is shipped to AEC 
test sites in Eniwetok in light yet rugged 
fir plywood containers that provide 
maximum protection at low cost. 


FOR MORE INFORMATION about fir plywood-its uses, properties and advantages—write 
DOUGLAS FIR PLYWOOD ASSOCIATION 


—an industry-wide organization devoted to research, promotion and quality control 


Paper models demonstrate 
remarkable strength of de- 
sign. Flat sheet sa un- 
der own weight; folds pro- 
vide stiffness by acting as 
series of rigid ‘“V’ beams. 
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Strength from shape—not mass—is 
the key to this precisely engineered fir 
plywood folded plate roof. The plywood 
plates are stiffened with light lumber: 
framing and act in pairs to form a series 
of giant “V” beams. 

Stronger, yet less expensive (by 20 
per cent or more) than conventional! 
joist or truss construction, fir plywood 
folded plate roofs are ideal for ware 
houses, stores or other buildings that re 
quire large, clear floor areas. Depend 
ing on design, the system permits clea: 
spans of 50 feet or more. 

In the 14,000 sq. ft. shopping center 
shown here under construction, ply- 
wood roof components were fabricated 
on the ground using common labor, and 
installed by a 6-man crew in less than 
nine hours. In-place cost came to less 
than 80c per square foot. 


. NON-FATTENING 
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Giant overlaid plywood cut-outs add real impact to outdoor advertising. This 
giant bulletin produced by Foster & Kleiser, San Francisco, for Libby’s is being 
rotated in key West Coast markets. The plywood cut-outs are light, strong, and easy 
to fabricate. The medium density resin-fiber overlay is fused to the panel during 
manufacture to form a smooth, durable surface for quality paint finishes. The over- 
lay is completely waterproof and has a slight “tooth” for better paint adhesion 
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THIS IS A LOW-COST MOVABLE WALL SYSTEM 
designed for long-range economy 


as well as initial cost savings! 


You’re looking at the latest in low-cost movable 
walls, It’s the trim, new “HP” system by 
HAUSERMAN. 

Here is a modern movable wall system with 
HAUSERMAN beauty, quality and movability. 
And complete interchangeability of compo- 
nents assures 100% reuse when floor plans 
change. Full-flush appearance with single-line 
joints, underscored by your choice of color, 
elevation and combination of glass or steel 
panels, creates a design of striking simplicity. 

“HP” Walls are priced competitively with 


MOVABLE °~----—— 
HAUSERMAN 
INTERIOR 


Name 


THE E. F. HAUSERMAN COMPANY 
7390 GRANT AVENUE, CLEVELAND 5, OHIO 
Hauserman of Canada Ltd. 
Mallard Road, Toronto, Ontario 
Please send free ““HP’”’ literature to: 


any other type of interior wall. And in addition 
to their low initial cost, “HP” assures you 
the full value you would expect from the 
leader in the movable wall industry. Backed by 
HAUSERMAN national lifetime service, “HP” 
will keep pace beautifully and economically 
with your changing needs. 

For details, call the HAUSERMAN representa- 
tive nearest you listed in the Yellow Pages 
under “ParTITIONS.” Or write The E. F. 
Hauserman Company, 7390 Grant Avenue, 


Cleveland 5, Ohio. 
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In Labor 


Overtime Clause in Sears Contract 


May Set Pattern for Other Retailers 


Unionized department stores are studying the possible 
implications of a new overtime clause in a contract signed 
by Sears, Roebuck & Co. and the Retail, Wholesale & 
Department Store Union in San Francisco. In time, it 

ould become a national demand—and potentially a 
ostly one. 

There’s a trend in retailing toward night openings. 

Up to now, the common practice has been for union 
‘ontracts to require overtime premium pay on a “40 and 
’” basis—that is, time-and-a-half after 40 hours a week 
or 8 hours in any one day. This allowed stores to call 

1 employees needed for night work on a noon to 9 p.m. 

hedule, to avoid overtime on the 8-hour day basis. 

The new Sears, Roebuck-RWDSU agreement requires 
‘'me-and-half pay for any work after 6:30 p.m., regard- 
\-ss of the number of hours worked in the day or week. 

he union says it’s “reasonable to expect” the demand 

ill spread out to other cities. 


Wage Agreements With Oil Workers 


Reduce Chances of New Demands in June 


Major oil companies could face new wage bargaining 
problems in mid-June—but it’s hardly likely they will. 

Sinclair Refining Co. and other producers that have 
contracts with the Oil, Chemical & Atomic Workers 
have signed new pay agreements giving employees 5% 
raises (about 13¢ to 16¢ an hour) as of Jan. 18. 

Under the new agreements, OCAW can submit new 
pay demands this June. ‘Technically, it can strike if the 
demands are refused. But union leaders say privately 
that there is little likelihood that the subject of wage 
increases will be brought up again so soon. 


U. S. Unions Get International Pledge 


In Drive on “Flags of Convenience” 


The fight to unionize ships sailing under so-called 
“flags of convenience” took on new life this week. 
Heads of the two major U.S. sailors’ unions, Joseph 
Curran and Paul Hall, returned from a London meeting 
with a pledge of worldwide cooperation for a drive to 
organize American-owned foreign flag vessels (BW—Nov. 
8'58,p92). And American operators prepared for what 
they termed the “showdown” phase of a seven-seas 
engagement. 

The International Transport Workers Federation 
agreed, at Curran-Hall instigation, to unionize ships 
according to the nationality of the owner rather than, 
as in the past, that of the crew. Although present ITF 
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MORE NEWS ABOUT LABOR ON: 
e@ P. 113—Craft unions rally for showdown. 
@ P. 116—SUB under test in recession. 


e@ P. 118—Harassing tactics an issue. 











contracts will continue in effect regardless of the nation 
ality of the owner, these will be renewed on expiration 
only if the owner gives pay and conditions “generally 
in line” with those of his country. 


Consumer Price Index Drops to 123.7%; 


“Escalator” Pay Remains the Same 


The Labor Dept.’s monthly Consumer Price Indey 
dropped in mid-December from its record high of 
123.9% ta 123.7% of 1947-49 living costs. The 700,000 
workers covered by “escalator” contracts with a Decem- 
ber revision date will not get a cost-of-living increase; 
the index, at 123.7%, is at the same level that it was 
three months before. 

Key mid-December figures: 


Poeeicy.. 118.7%, down from 119.4% 
Clothing 107.5%, down from 107.7% 
Housing ... 128.2%, up from 128.0% 


No significant change is expected for January. 





Strike Fails to Stop Trains 


Three of its four track maintenance men and the 14 
mile Rahway Valley Ry. are involved in what may be 
the country’s smallest strike. Members of an independ 
ent union struck last week for a 60¢ increase over a $1.43 
hourly rate. 

The company’s remaining 13 employees stayed on the 
job, hauling freight cars between mainline railroad and 
industrial plants in northern New Jersey. The company 
said that it can “keep going two years.” 
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RAYONIER PRODUCES CHEMICAL CELLULOSE: WE DO NOT MAKE CIGARETTE FILTERS. 






About 
Cigarette Filters 











Some Facts For Cigarette Smokers 








S$ A CIGARETTE SMOKER, you have probably wondered where you stand in relation to other 
A cigarette smokers. You may have asked: How many other Americans smoke? How 
much do they really smoke? What’s behind the big interest in cigarette filters? 

It is estimated that in 1958 more than 60 million American men and women were 
cigarette smokers. 

According to government figures, 462 billion cigarettes were produced in the U. S. 
in 1958—or just a shade over a pack a day for every cigarette smoker. This was an increase 
of 4.4% over 1957 and 9% over 1956, reflecting similar increases in the adult population. 

About half the cigarettes Americans smoked last year were filter tipped. 

People smoke for relaxation and pleasure. Many people feel that cigarette smoking 
calms their nerves. Filters apparently contribute to this sense of well being, for they have 
become so popular that their pyramiding sales have been described as “the filter-tip revo- 
lution.” Filters are designed to trap or strain out certain substances — resulting in what is 
often described as a more pleasing smoke — and recent reports of laboratory tests have con- 
firmed the effectiveness of modern filtering material. 

By far, the most widely used filtering material is cellulose acetate. All but one popular 
cigarette filter is made of this snow-white, highly purified material. Cellulose acetate is 
a form of nature’s own “wonder” chemical—cellulose. It has high filtering power, imparts 
no taste of its own and is chemically inert. That is, it does nothing but filter. 

Because cellulose is Rayonier’s business, we know what cellulose acetate can do. We 
have been studying it for years in our research laboratories. And as a major world supplier 
of special celluloses—for acetate, sausage casings, cellophane, rayon, plastics, photo films, tire 
cord and hundreds of other products—we played a substantial role in the development of 
cigarette filters. 

Facts are always interesting—and sometimes they are also useful. Perhaps you will put 
these facts to your own good use by joining the 30 million or so Americans who already enjoy 
filter cigarette smoking—at least it might be well worth a try. 


Executive and General Sales Offices 


RAY O N I Be R 4 NATURAL RESOURCES CHEMISTRY 


161 East 42nd Street, New York 17, N. Y. 
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Craft Unions Rally for Showdown 


@ The feud between craft and industrial groups for 


construction jobs in industrial plants is building up steam. 


@ The Building & Construction Trades Dept. and Met- 
al Trades Dept. protest that they are losing ground to the In- 
dustrial Union Dept., despite guarantees that they wouldn’t. 


@ AFL-CIO dispute-settling machinery is beginning 
to clear up job rows, but the crafts want more protection. 


Feuding craft and industrial unions 
i the AFL-CIO are headed toward a 
s,.owdown in 1959. It could be a serious 
cne for the federation, an explosive 
i sue for the united labor movement's 
b ennial convention next fall. The next 
fw months will be critical. They will 
d-termine whether there will be peace 
—or war—in AFL-CIO. 

The craft group—the dominant force 

ii the pre-merger AFL—has never been 
s.tished with the unity agreement that 
e tablished AFL-CIO three years ago. 
I; 29 unions with 4.7-million members 
fel, with some grounds for doing so, 
t! at they have lost power, prestige, and 
sme autonomy. Most of all, they feel 
vInerable. 
* Councils Meet—This week, executive 
c uncils of the two large craft groups 
ii. AFL-CIO held separate meetings in 
Miami Beach. Both the Building & 
Construction Trades Dept. and the 
Metal Trades Dept. showed a deep and 
angry concern with the way they are 
faring in AFL-CIO in a running rivalry 
with the Industrial Union Dept. headed 
by Walter Reuther. They protested 
that they are losing jobs to IUD unions, 
despite AFL-CIO assurances that they 
would not. 

Such a situation can’t go on much 
longer without “real trouble” develop- 
ing, craft union leaders made clear. 
They laid plans for an aggressive fight 
to preserve craft jobs. At the same time, 
they expressed a hope that the con- 
flict with IUD may be avoided. 

For the first time, jurisdictional 
machinery set up by AFL-CIO for 
settling craft vs. industrial union job 
rows is showing isolated but hopeful 
signs of success. And, the United Auto 
Workers and the Detroit Building 
Trades Council last week signed a job 
agreement that could considerably re- 
duce jurisdictional conflict in the big 
auto plants—one of the biggest fields 
for strife between craft and industrial 
unionism. 

If the dispute-settling machinery in 
AFL-CIO begins to function smoothly 
~and to everybody’s satisfaction—the 
federation’s worried leaders will be able 
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to breathe easier than they have since 
late 1955; the merger will have weath- 
ered a stormy test. 

Otherwise? One construction union 
strategist put it this way: “This is the 
final fling. If this doesn’t work; then 
we'll make some changes.” 
¢ Split Threat?—Is that an implied 
threat of a breakaway from AFL-CIO? 
Some craft union leaders have warned 
that construction and metal trades 
unions might secede if a satisfactory 
settlement isn’t made this year. 

Few outside the craft group take 
them seriously—now. The threats are 
interpreted as a bargaining device. The 
crafts are maneuvering for maximum 
strength and solidarity. They don’t 
want a break with AFL-CIO—just the 
most advantageous jurisdictional agree- 
ment that can be worked out, not at 
some indefinite time but by September. 


|. The National Situation 


The contest between the craft and 
industrial unions is over which group 
gets construction jobs in industrial 
plants. How to resolve it is so complex 
that top labor negotiators haven’t yet 
devised a really successful jurisdictional 
plan, not just in the last three years 
of merger but in more than 20 years 
of feuding before that. 

Just one year ago, also in Miami 
Beach, the rival union leaders did agree 
on some territorial guides. At the time, 
these were hailed as the way to lead 
out of the trouble. The jurisdictional 
rules for industrial plants provide: 

e All new construction shall be 
done by the building tradesmen. 

¢ All production repairs and run- 
ning maintenance of buildings and 
equipment is in the jurisdiction of in- 
dustrial unions. 

¢ All in a “gray area” between the 
other two—a remodeling job, for in- 
stance—would be settled on a basis of 
past practices. 
¢ Dispute Machinery—The plan sets up 
dispute machinery. ‘Two-man_ teams, 
one from each union, investigate com- 
plaints and report to craft and indus- 






trial department officials. If they can’t 
negotiate a settlement, the dispute goes 
to a committee of the AFL-CIO ex- 
ecutive council. 

The settlement procedures bog down 
if the council committee doesn’t agree 
or if its recommendations are not fol 
lowed. Reuther’s group wants to arbi- 
trate the decisions, if necessary; Peter 
Schoemann of the Plumbers and other 
building trades leaders are holding out 
against arbitration at any point. 

One building trades official, out- 
spokenly skeptical of the system until 
recently, this week reported that his 
department has processed 109 com- 
plaints, and that “more than half” have 
been settled. Eight have reached AFL- 
CIO with no action as yet. 

“It’s not too bad a picture when 
you take an over-all look at it,’ he 
says. 

The United Steelworkers, more in 
conflict with the construction unions 
than any other industrial union, hasn't 
— the pact, so 28 complaints 
involving USW haven’t been touched. 

The mild optimism about the work 
ing arrangement is shared by Richard 
Leonard, IUD representative assigned 
to work out settlements after the re 
ports are in. He says, ‘““Progress is being 
made . . . though there’s much to b« 
done.” 
¢ For Example—Among_ the disputes 
are two that illustrate the troubles that 
can arise: 

e St. Joseph Lead Co. of St. Louis 
wanted a mill site constructed 60 miles 
from its established plant. It included 
sinking a mine shaft as part of a $16- 
million project. Although the project 
involved new construction, 150 mem- 
bers of the Oil, Chemical & Atomic 
Workers at the main plant fought the 
building trades for the jobs. 

° A Toledo, a construction com 
pany negotiated maintenance contracts 
with Pure Oil and Standard Oil com 
panies. Some 400 oil workers at the 
plant, facing layoffs, challenged the as- 
signment of construction unions to the 
project. 

Although they have accepted the dis- 
pute-settling machinery, at least tenta- 
tively, some construction union leaders 
are wary of the jobs formula and its 
administration. Designating new con- 
struction as their only sure territory, 
they say, cuts into their other tradi 
tional areas of craft employment. The 
Iron Workers, for instance, have al- 
ways installed ornamental figures made 
in shops with Iron Workers contracts. 
Under AFL-CIO rules, they can’t; the 
installation work does not come under 
new construction. 

Although the national jurisdictional 
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How companies win and keep 
friends with Zippo lighters 


Mi“ COMPANIES give Zippos—the world’s most dependable 
lighters—to promote good customer relations, spur incentive 
and safety programs and keep the company name in the public eye. 

A Zippo lighter is a wanted gift. It is not a cheap give-away that 
is soon broken and forgotten. The Zippos you give now will be 
working to keep friends for your company for years to come. If a 
Zippo ever fails to work—we guarantee to fix it free! 

There are many styles of Zippos to choose from, including the 
graceful new Zippo Slim- Lighters. Zippo lighters can also be per- 
sonalized with individual signatures, in addition to company trade 
marks in color or any design you want. Write to Dept. BW331, 
Zippo Mfg. Co., Bradford, Pa. 


Zippo Manufacturing Co., Bradford, Pa., and Canada Ltd., Niagara Falls, Ont 














po —-—-—-—-—-——-— — -— a 
Zippo Manufacturing Company, 
| Dept. BW331, Bradford, Pa. | 
Gentlemen: Please furnish me with complete information on ) 
| Zippo lighters and your special design service. | 
Name oi | 
Position_ 
; Firm 
Address ) 
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plan was set up to clear up local job 
feuds as quickly as possible, delays— 
possibly longer than the disputed jobs 
last—are unavoidable if the feuding 
isn’t settled at the first, two-man team 
stage. 


The Detroit Pact 


Because of this, the surprise peace 

pact developed by the United Auto 
Workers and the Detroit Building 
Trades Council is receiving a lot of at 
tention inside AFL-CIO. Patterned 
after the national agreement for settling 
jurisdictional troubles quickly and 
peacefully, it’s believed to be the fist 
formal plan on a local basis. 
e Terms—Reuther indicated the im- 
portance he considers the Detroit plan 
to have by signing the agreement per 
sonally. Because he heads the IUD, 
Reuther is considered by most craft 
unionists as a dangerous enemy, spear- 
heading the industrial union encroach- 
ment on craft jobs. 

The local agreement, as the national 

one, assigns new construction to the 
building trades and repairs and main- 
tenance to the production workers. It 
calls for a six-man committee, three 
from UAW and three from the council, 
to investigate and work out settlements 
in job disputes in “doubtful areas,” 
such as the rearrangement of equipment 
and machinery, or remodeling of a plant 
previously in production. 
e Not Perfect—-Nobody expects the 
plan to perform a miracle and settle 
all disputes. But, both UAW and crafts 
negotiators agreed that it should mini- 
mize conflicts. Although there has been 
no formal meeting of minds before, the 
two groups have got together off and on 
for 10 years to work on the problem of 
defining jobs and jurisdictions. 

AFL-CIO is expected to recommend 
that crafts anc industrial unions set up 
similar machinery in other cities. A 
UAW spokesman commented that the 
pact “certainly can and might encour 
age other agreements.” It is attracting 
considerable attention on the outside, 
he added: “Building trades people out 
side Detroit seem to like it, and we 
haven’t heard any criticism.” 

Nevertheless, criticism was expressed 
in the Miami Beach crafts meetings 
this week. A number of executive coun- 
cil members of the Building & Con 
struction Trades Dept. complained that 
the Detroit group “apparently has been 
hornswoggled” by Reuther—they may 
have given away too much by making 
“doubtful area” jobs subject to commit- 
tee negotiations. 

Their position, widely held in the 
building and metal trades, is against 
any job concessions until the crafts can 
confront Reuther and IUD in full 
strength—to get the best split possible 
on craft jobs in industrial plants. END 
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HOW TO MAKE A CUT-OFF SAW PRODUCE MORE AT LESS COST 
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Shown at the right is a SPOT-A- 
MATION IDEA used in many plants. 





















































































S Almost invariably it has meant cost 

4 savings of 50% or more—has im- 

proved product quality, lengthened 

] saw life, lessened worker fatigue. 

: Two Bellows Air Motors are used. 

. One, hydraulically’ controlled, feeds 

the saw through the work The sec- 

- ond clamps the work in position. The 

n two Air Motors are electrically inter- 

‘ locked. The cut-off saw can be made 

ft completely automatic by adding a 

I- third Air Motor to feed the material. 

h- This is another typical way Bellows 

al Air Motors are used to “Spot Mod- 

1€ ernize” existing equipment. Almost 

n- any hand-fed, or hand-controlled 

It machine can be made to produce 

ee P . 

1 more, at less cost, with versatile Bel- 

ts lows “Controlled-Air-Power” Devices. 
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nt 
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the 
yuT- 
ing 
ide, 
yut- 

we 
ih THIS SPOT-A-MATION IDEA FILE 
ings IS YOURS ON REQUEST 
= Contains drawings, circuit diagrams, equipment 
son list, and full details to enable you to convert 
that existing equipment to lower cost operation. 
EET Write for it today. No obligation. 
may Address Dept. BW-159, The Bellows Co., Akron 
king Typical application of this SPOT-A-MATION IDEA in 9, Ohio. 
mit- the plant of Milwaukee Gas Specialties where gas 
tubing _ cut to pag. bay ome —— o' — than 
50% and cost of rejected material reduce , B 11 

can DIVISION OF INTERNATIONAL BASIC ECONOMY CORPORATION (IBEC) 
full AKRON 9, OHIO 
sible 


OTHER INDUSTRIAL DIVISIONS OF IBEC: Sinclair-Collins Valve Co., Valvair, Akron, Ohio ¢ V. D. Anderson Co., Cleveland, Ohio 


EARN MORE 


IN CALIFORNIA 


FREE BOOKLET 


TELLS YOU WHY 


Earn more on your money at World Savings. The 
shift of population and business activity to Cali- 
fornia has increased the earning power for save-by- 
mail investors. Send for free booklet or air mail 
funds to World Savings and receive booklet with sav- 


ings passbook by return air mail. 


« Our resources are now over $40,000,000.00 
¢ Member of Federal Home Loan Bank System 
« Each account insured to $10,000 by the Federal Savings and 


Loan Insurance Corporation 
¢ Your dividends are compounded quarterly 
¢ Air mail postage paid both ways 


¢ Accounts opened by the 10th of any month earn from the 1st 


SAVINGS 


Air mail funds to: 


WORLD 


AND LOAN 
ASSOCIATION 0 


INSURED SAVINGS 


0 
0 
INSURED SAVINGS 


0 


Dept.N + Long Beach Bivd. at Imperial - Lynwood, California 
in the heart of Los Angeles Caunty 





REAL FLORIDA LIVING! 
The pleasures of Florida living are a lot closer than you realize. 
And owning a choice waterfront homesite in new, fast-growing 
CAPE CORAL is easily within your reach! Take 1 minute; invest 
a 4c stamp to get all the exciting facts... 
@ CAPE CORAL challenges comparison! 
@ CAPE CORAL invites inspection! 
CAPE CORAL, on Florida's beautiful 
Gulf Coast, is offered and 
sold on merit alone—for 
as little as $20 down 
and $20 per month! 


CAPE CORAL 


SEND FOR AND READ + cA 
“THECAPECORALSTORY" FLORIDA 
the book that has already brightened the 
futures for thousands of families! 
It’s yours just for the asking... 
SEND NO MONEY, PLEASE! 


CHAMBER OF COMMERCE MEMBER 

Lee County and Ft.Myers Dade County + Florida State 
eee MAIL THIS COUPON TODAY! eee 
Gulf Guaranty Land & Title Co., Dept. BF-1 
1771 N. Tamiami Trail, Fort Myers, Florida 
Please rush my FREE copy of “The Cope Coral 
Story” in full color. 





Name 
Address.. 


City eietae seosale 
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MOVING? 


If so, please fill out coupon 
completely and mail it in today 


Please include your postal zone number 


Fulfillment Manager, BUSINESS WEEK 
330 West 42d St., New York 36, N. Y. 


CHANGE OF ADDRESS NOTICE 


(PLEASE PRINT) 


On or about 
My NEW address will be 


Street 


City 











State 


Title 


Company 


Type of Busi 














My OLD address was 


Street 


City 








State 

















Labor Reform ... 


. . « Measures proposed 
by the President follow last 
year’s program. One change 
involves NLRB membership. 


Pres. Eisenhower's 20-point labor 
legislation program that went to Con- 
gress on Wednesday contained 10 re- 
form proposals and 10 Taft-Hartley 
changes—combined in an anti-racketeer- 
in measure he describes as ““complete 
and effective.” 

The President reiterated his dissatis- 
faction with the reform bill offered by 
Democratic Sen. John F. Kennedy; he 
criticized Kennedy’s proposal as “‘piece- 
meal” because it doesn’t contain T-H 
bans on secondary boycotts and “black- 
mail” picketing—prohibitions the Ad- 
ministration considers vital in any re- 
form bill. Otherwise, many points in 
the White House package match the 
Democratic reform bill (BW-—Jan. 
24'59,p84). 

AFL-CIO formally backed the Ken- 
nedy proposals this week, but asked for 
an amendment that would deal with 
“corruption by employers”—arguing 
that the Kennedy plan would exempt 
employers from expenditures for “labor 
espionage. 
¢ One Change—The White House 
measure contained no surprises, and 
only one major change from the Eisen- 
hower 1958 labor reform program. This 
would make the five-member National 
Labor Relations Board legally bipartisan 
by limiting one political party to three 
seats on the board. 

The key anti-corruption points would 
require: 

¢ Union reports on finances and 
conflict-of-interest deals—with criminal 
penalties for destruction of union rec 
ords, bribery by employers, and 
sO on. 

e Secret ballot elections of union 
officers and guarantees of rank-and-file 
control of unions. 

On Taft-Hartley, the bill would: 

e Ban picketing to force recogni- 
tion by an employer whose workers had 
already rejected the union. 

e Ban union pressure against a neu- 
tral employer to aid in a_ labor 
dispute. 

¢ Rescind the provisions that for- 
bid strikers to vote in a new representa- 
tion election at the plant where they 
have been employed. 

e Allow NLRB to cede some of 
the smaller labor cases to the states 
for action. 

¢ Require employers to join union 
officers in signing the non-communist 
oath. 
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Photograph, from an advertisement in FACTORY, courtesy Clark Equi 


Plant men who buy lift trucks, and maintenance tools, and air conditioning 

and what-have-you read FACTORY religiously because of all business publica 

tions, it alone concentrates on better management —with ideas-and-equipment 
—for better production and maintenance. Only FACTORY gives managemer 

help to the men who “plan-equip-operate-maintain” ... the men who run ths 
plant. So advertise here first to get on industry’s “shopping list.”” Then us: 
FACTORY imaginatively to stimulate plant problem-solving... with you 
own ideas-and-equipment ... to incite big, new sales development. The kind 
of plant sales triggered only by plant management. FACTORY, A McGrau 

Hill Publication, (ABC, ABP), 330 West 42nd St., New York 36, N. Y. 





INDUSTRIAL Jre dl OFFERS You 


100% 


exemption from 
taxation on 
export profits 
for 10 years.* 


Since January, 1957, some 50 industrialists from 
the U.S. A., Holland, Germany, Sweden, Britain and 
France have started operations in Ireland. 

*25 years for industry located at Shannon Custom-Free Airport. 

If your company is interested in the vast European 
market, contact: 

Cyril Count McCormack, U. S. Director 

IRISH INDUSTRIAL DEVELOPMENT AUTHORITY 
33 East 50th Street, New York 22, N. Y: 
Telephone: Eldorado 5-4637 





BREATHING TUBE 
FOR A LOCOMOTIVE 


The electric drive motors of 
today’s modern Diesel locomotives 
are close to the track and must 
be protected from dirt and dust 
at high speeds. A blast of clean 
air carried by large rubber ducts 
does the job. These “Breathing 
Tubes,” flexible, weather-proof, 
oil resistant, involve not only 
difficult mold design but accurate 
compounding— both examples of 
Western’s experienced ability to 
make the rubber part you need. 
Write or phone for in- 
formation or a visit by our 

sales engineer in your area. 


WESTERN RUBBER CoO. 


MOLDED AND LATHE-CUT RUBBER 
PARTS FOR ALL INDUSTRIES 
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Harassing Issue 


Is it good faith if a union 
uses harassing tactics while 
bargaining? The U.S. Supreme 
Court will decide. 


The U.S. Supreme Court this week 
agreed to decide whether a union may 
use harassing tactics—short of an actual 
strike—to pressure an employer into 
agreeing to terms sought by the union 
during collective bargaining. 

The National Labor Relations Board 
carried an appeal to the Supreme Court 
after a lower court refused to uphold 
NLRB’s position that harassing tactics 
violate a union’s duty to bargain in 
good faith under the Taft-Hartley Act. 

At issue is the good faith of the 
Insurance Agents’ International Union 
in bargaining with Prudential Insurance 
Co. of America. After about two 
months of unsuccessful bargaining on 
a new contract, the union—though con- 
tinuing to bargain with the company— 
directed its members to refuse to write 
new business, work scheduled hours, or 
make out reports. 
¢ Argument—NLRB ruled that in us- 
ing these tactics as a means of bringing 
pressure on the employer to yield to 
its demand, the union was not bargain- 
ing with Prudential in good faith. 

A lower court agreed that the agents 
could be fired for their conduct, but 
refused to enforce the board’s order 
to stop the harassing tactics. The court 
reasoned that since a union can stop 
work entirely—by calling a strike—to 
put economic pressure on an employer 
without violating the good faith bar- 
gaining requirement, it is not guilty of 
bad faith in using partial means to 
achieve the same ends. 

The NLRB wants the Supreme Court 
to disavow this reasoning. It argues 
that many other unions will adopt the 
same crippling tactics if the lower 
court is upheld. According to NLRB, 
the ruling now allows a union to com- 
pel an employer either to fire his 
employees and perhaps close his busi- 
ness, or to bargain with the union while 
his employees collect their wages but 
choose for themselves what duties they 
will perform. 
¢ Teamsters Lose—In another action, 
the Supreme Court refused to interfere 
in a dispute between a Philadelphia 
Teamsters local and the McClellan 
rackets investigating committee. The 
local asked the Supreme Court for help 
after lower courts refused to stop the 
McClellan committee from giving the 
district attorney of Philadelphia County 
access to union documents subpoenaed 
for its labor-management rackets in- 
vestigations. END 
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RF EXCHANGE .°=-<"""., FARMERS INSURANCE EXCHANGE - 


AGES INDICATED BELOW 


irt John C. Tyler, Chairman, and Thomas E. Leavey, President, Farmers Insurance Group, the 
automobile casualty insurance company west of Chicago, and a Moore customer for over 2 
les 


er “Moore forms help us keep on top of our premium billing”’ 


- CONTROL GIVES FARMERS INSURANCE EFFICIENT PAPERWORK SYSTEMS 

is 

\Si- 

ile The Farmers Insurance Group sends out about 16,000 taneously. The form is a five-part Moore Speedifl 

nut premium notices every day of the year. This tremendous company’s control in print. 

ey job has been simplified by a new automated system, which 
has saved 22,400 man-hours a year. Now the company’s 

on, nation-wide billing is handled in only one office, rather than 

hia several. All notices go out on schedule. 


Automated Data Processing (ADP) can solve problems 
for any business, of any size. And it needn’t be costly 
Whatever kind of control you need, the Moore man ca: 
help you plan it. Look him up in the telephone direct 


lon At the heart of the system is the notice itself—a specially or write the nearest Moore office. 


rhe designed form. A data processing machine takes premium ‘Moore Business Forms, Inc., Niagara Falls, N. Y.; Denton, Texa 
elp information from punched tape and prints it automati- Emeryville, Calif. Over 300 offices and factories 
the cally on the blanks, 1800 of them an hour. Each one 


throughout the U. S., Canada, Mexico, Caribbean and Roce 
the provides the notice, reminder notices and office copies simul- Central America. 
nty 


aed Build control with 


MOORE BUSINESS FORMS 
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Are freight schedules important 
to anyone but the shipper? 


On the Rock Island, Yes 


to quote George Voss, Mo.-Kan. Division Superintendent 


“Everyone expects passenger trains to be run on sched- 
ule.” says Mr. Voss. “But what about freights? Don’t ship- 
pers have a right to expect conscientious efforts to run 
them on time? 

“We on the Rock Island think they do. I’ve got 2,440 men 
working with me on this divison—all dedicated to moving 
freight from point of departure to destination on time... 
and in good condition. 

“I don’t say we never run late. Undoubtedly there are 
shippers who have been disappointed when unforeseen 
trouble caused a delay. But it doesn’t happen often. The 
important thing is, I don’t know of a man on this division 
who is apathetic about freight movement. We want it to 
move on time, and we do our best to see that it does.” 

Fortunately, men like George Voss don’t have to do it 


If you have any comments, pro or con, regarding our rates or services, we invite you to discuss them with your Rock Island traffic representative. 


Y Rock /f 





Y Island | 


fT 





alone, They have the most up-to-date facilities money can 
buy—streamlined classification yards, modern freight 
transfer houses, electronic order processing equipment, 
centralized traffic control—to expedite shipments. 

Think of it! If you’re shipping West through St. Louis 
there’s a fast freight daily to Kansas City. Number 71 
leaves St. Louis at 4:30 p.m. and hits K.C. at 3:30 next 
morning. This connects with California train 91, leaving 
for Los Angeles at 7 a.m. the same morning and arriving 
only four days after your shipment left St. Louis. 

“We do everything in our power to stick to this sched- 
ule,” says Mr. Voss, “because we on the Rock Island be- 
lieve the shipper has as much right to on-time service as 
the passenger. So next shipment, route it Rock Island. 
We'll do everything we can to serve you well.” 


ROCK ISLAND LINES 


The road of planned progress... 
geared to the nation’s future 


CHICAGO 5, /LL. 
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In the Markets 


Sag in Stock Market Follows Pattern 
Of Dips and Rises Expected for ‘59 


After failing to gather enough strength for a new rise, 
the stock market this week broke sharply. 

It is unlikely that the drop will be severe. Most 
nalysts say that a 10% decline is the most they expect, 
ind the feeling is that a much smaller break is more 
probable. If the market did drop a full 10%, it would 
jut the popular Dow-fones industrial average at around 
540, which is now considered a buying “floor.” As one 
broker put it this week: “I'll buy for my own account if 
t 1e Dow-Jones drops to 560, and will keep on buying if it 
ges below that.” 

The probability still remains that the market will be 
si bject to a number of drops and rises this year in the 
50-600 range (BW —Jan.17°59,p85). Individual stocks 
w ll, of course, be subject to much greater swings. But 
w th stock market prices as a whole anticipating a new 
w.ive of prosperity and inflation, both institutional and 
individual investors want to see some confirmation of 
in:proved business rather than merely the promise. 

lhis is apparent from the fact that many fourth-quar- 
ter reports, now coming out, show definite increases in 
beth sales and profits. But these hikes have been taken 
fo: granted, and investors are now favoring only those 
is.ues that can provide definite prospects for continued 
iniprovement in the months ahead. 

Thus, this year’s market will not follow the pattern 
of the 1958 market, which went up sharply on anticipa- 
tions of better business. Now that the market is high, 
it is vulnerable to declines whenever there is any sign of 
trouble, although the basic trend is still up. 


Borne Chemical Stock Starts Slipping 
After a Baffling Speculative Flight 


The sudden rise and fall of Borne Chemical Co. shares 
on the American Stock Exchange kept Wall Street in 
a dither this week. While onlookers gaped, both the 
ASE and the Securities & Exchange Commission scur- 
nied around for an explanation. 

Borne, a New Jersey maker of oils and greases, shot up 
from $7.50 per share in mid-1958 to $31 in the week 
ending Jan. 16. In the following week, 37,100 shares 
were traded (volume in 1959 was only 46,900), and the 
stock climbed to $63, then $80. This week it started 
falling back under waves of selling pressure, when the 
company reported a net loss of $13,000 on sales of $1.8- 
million. It also had a deficit in 1957. 

Trading in Borne was stopped three times, and a new 
crew of specialists was called in to handle the company’s 
oy trading. By Wednesday, the stock was down to 


The main reason advanced for Borne’s behavior is its 
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acquisition last December of Plastomatic Corp., which 
has a new process for hermetic sealing with plastics. 
But there has also been a spate of rumors—such as talk 
that du Pont was taking it over and that it was going 
into solid fuels—to prompt speculative action. With 
only 189,000 shares outstanding, speculative demand sent 
the stock soaring. Now that most of the rumors have 
been punctured, the stock is falling. 


SEC Asks Broader Authority 
To Curb Stock Manipulators 


The Securities & Exchange Commission this week 
asked Congress to authorize a list of 92 recommenda- 
tions that would clamp down on stock manipulators and 
tighten the securities laws for the protection of investors 

Most of the proposals have been recommended pre 
viously. But several are new, stemming from Congres 
sional investigations of the operations of Bernard Gold- 
fine and the Crowell-Collier Publishing Co. 

The Commission, for example, asks that laxity such 
as Goldfine displayed in filing SEC financial statements 
be punished by $100-a-day fines on the tardy companies 
and individuals. 

Concern over Crowell-Collier’s sale of $4-million in 
debentures in 1955-56 prompted the Commission to call 
for clear-cut authority to deal with certain security sales 
now outside its jurisdiction, including private and intra 
state sales. In addition, SEC asks that the amount of 
offerings that can be exempted from its regulations be 


raised to $500,000 from $300,000. 


The Markets Briefs 


Speculative interest in gold has led the Toronto Stock 
Exchange to initiate trading in gold bullion. Impetus 
for the move was the success of the Canadian brokerage 
house of Doherty, Roadhouse in selling gold bars on 
margin (BW—Dec.6'58,pl11). If U.S. citizens wish to 
purchase gold—by law, they're not permitted to hold it 
in this country—storage and insurance rates will start at 
one-quarter of 1% per year for amounts up to $100,000 
and will be graded down for larger amounts. 


The parade of stock splits continues, as companies 
take advantage of the high level of the stock market 
to broaden markets for their shares. Latest proposed 
splits: Denver & Rio Grande (3-for-l), Allied Kid 
(2-for-1), Stauffer Chemical (2-for-1), and Eastern Stain- 
less Steel (2-for-1). Both R. J. Reynolds and Warner 
Lambert, which have broken off a proposed merger, also 
plan 2-for-1 splits. 


With Hawaii slated for statehood, there’s been in- 
creased trading in local stocks on the Honolulu Stock 
Exchange. For 1958, dollar volume was $9-million, an 
increase of $2.1-million over 1957, and most Honolulu 
brokers feel that they will do increased business this 
year. Hottest favorites are companies with large land 
holdings, reflecting speculative interest in real estate. 
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(at your next meeting 


1 BIG picture 
will be worth 10,000 words ; 


— 


...this new 
VU-LYTE II 
shows BIG, clear 
pictures on a 
screen or wall. 
No slides are 
needed. 





a, 


Beseler’s VU-LYTE II 

Opaque Projector projects 

your charts, maps, papers, your 

watch, this magazine, anything. 

It projects instantly, in full color or black 
and white, to a meeting of from 4 to 400. 
The VU-LYTE II is simple, quick, 
precise. It is your most effective aide to 
successful business communications. 





—— 
Write fora Free 
Demonstration, | 
and ask for § 
the brochure: § 
“11 Checkpoints i 
For Better Vis- i 
ual Meetings”. 


THE VU-LYTE II 

IS TO THE EYE 
WHAT A LOUDSPEAKER 

IS TO THE EAR 


CHARLES CBescler courany} 


\ EAST OCRANGE. NEW JERSEY 














Probably we could. We 
make all types of steel 
drive and conveying 
chain plus sprockets and 
attachments. That means 
we can render not only 
complete product service 
but completely unpreju- 
diced recommendations. 
Let us work for you. 


The Union Chain And 
Manufacturing Company 
SANDUSKY 


OHIO 
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Less “Float” 


Fed plans to return to 
three-day collection schedule 
to cut down credit extended 
for unprocessed checks. 


In a move designed to bring about 
a more orderly money market, the Fed 
cral Reserve Board’s money managers 
are making a technical change affecting 
the reserves of the banking system. Al- 
though the Fed has assured the com- 
mercial banks that the move will not 
make money tighter, many banks are 
uneasy about it. 

The change involves “float”—which 
is credit extended by the Fed to its 
member banks for checks in process of 
collection. Over the past few years, 
float has been one of the knottiest prob- 
lems facing the Fed, because the reserve 
banks have been giving member banks 
credit for deposits faster than it is 
physically possible to transport and 
process checks. As a result, float has 
been rising, and is subject to big day- 
to-day swings. 
¢ Current Practice—At present, the 
Fed—which acts as the intercity collec- 
tion agent for member banks—has a 
maximum two-day collection schedule 
for checks. After that time, the member 
banks automatically get credit for checks 
deposited with the Fed for collection 
from other banks. According to some 
officials, this schedule is ‘“‘unrealistic” 
because it gives the banks credit for a 
lot of unprocessed checks in figuring 
their reserve requirements. In Decem- 
ber, for example, float was in the neigh- 
borhood of $2-billion, or about one- 
eighth of required reserves. 
¢ New Plan—Now the Fed is planning 
to return to the three-day collection 
schedule it once had. This will mean 
that the banks will have less float to 
be counted as reserves. If the Fed did 
not offset the drop in float, by extend- 
ing other forms of credit to the banking 
system, the move would actually mean 
a definite shrinking of the reserve base, 
and that would mean tighter credit. 

But Fed officials say they plan to 
counteract any change in the collection 
schedule—presumably by open market 
purchases of government securities 
which would create additional Federal 
Reserve credit. They do not deny that 
there is opposition to the move, par- 
ticularly by big banks that do a lot of 
business with correspondent banks 
across the country. Nevertheless, they 
are determined to restrict the amount of 
float outstanding. 

Many of the 12 regional Fed banks 


already have taken steps to cut down 
float. But such measures have only af- 
fected banks in the same district. The 
new move will be system-wide, although 
its heaviest impact will be on the 
larger banks. 

Up until 1951, the Fed had a three- 
day schedule. Its long-term pattern has 
been to reduce collection schedules on 
the theory that as nationwide transpor- 
tation speeds up, the time allowed for 
collections should drop. Although this 
has been the case, the amount of checks 
has increased and processing has not 
been able to keep pace. 

The money managers feel the change 

will be helpful in carrying out credit 
policy. As they see it, it will reduce 
erratic changes and help them to get a 
better “fix” on float. This means they 
will have to take less action to counter- 
act any unpredicted changes. 
e Lack of Enthusiasm—But the banks 
still think that changing the float sched- 
ule means cutting down on credit. In 
New York, for instance, some bankers 
say that they can live with the move, 
but others insist it is unfair. 

The Fed has not yet decided just 
when it will change its schedule. But 
officials say they are determined to make 
the move as soon as possible. 


G. Russell Clark Gets 
New York Banking Post 


One of the most important super- 
visory banking posts in the nation was 
filled this week when G. Russell Clark, 
executive manager of the American 
Bankers Assn., was named as New York 
State Superintendent of Banks. 

Clark’s appointment was a fairly well- 
kept secret by the new Rockefeller ad- 
ministration. Many candidates had 
been discussed in the banking com- 
munity, and Clark was somewhat of a 
dark horse. But he has long been in- 
volved in banking affairs, and it is ex- 
pected that he will bring to the job a 
professional flair that some critics say 
has been lacking in recent years. 

His first order of business will be to 
decide whether to approve the new rash 
ef mergers in New York (page 142). 
But beyond that, he will have to deal 
with a wide range of problems involv- 
ing the state’s banking system. And 
as New York is a pivotal state in bank- 
ing, his actions will be closely watched. 
¢ Current Issues—One major problem 
is the question of branch banking, which 
is now confined by district boundaries. 
Moreover, the state’s savings banks are 
also pressing for branches, which com- 
mercial banks oppose. Another issue 
involves bank holding companies. 
These are anxious to expand, but are 
looked upon by some bankers as mo- 
nopolies, smothering competition. END 
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UNDER ALL TRAFFIC CONDITIONS DAY OR NIGHT... 


NEW DELCO-REMY SELF-RECTIFYING AC. GENERATOR 





DELCO-REMY MODEL 1117070 SELF-RECTIFYING 1 2-VOLT A. C. GENERATOR 


Delco-Remy’s new self-rectifying a.c. generator has the wide- 
range electrical performance and durability highway haulers 
need at all truck speeds, under all operating conditions. 


This new generator keeps batteries charged—prolongs battery 
life by eliminating deep cycling—in spite of the demands of 
extra lights and other power users, including two-way radio. 


Requiring no periodic servicing or maintenance between engine 


GM 
sores 


DELCO-REMY 


AMPERES OUTPUT (HOT) 


GENERAL MOTORS LEADS THE WAY-—-STARTING WITH Delc 


DIVISION OF GENERAL MOTORS 


HELPS TRUCKS MEET TIGHT SCHEDULES 





4000 


GENERATOR RPM 


overhauls, this generator mounts interchangeably with most 
standard generators, eliminates commutation problems and is 

“lifetime” lubricated. Six specially developed silicon rectifiers 
are built in, reducing installation time and cost to a minimum 


Be sure to specify this new Deico-Remy self-rectifying a.c 
generator with its companion transistor regulator (either ful! 
or transistorized model) on your new equipment. 


emmy ELECTRICAL SYSTEMS 


ANDERSON, INDIANA 





Engineers compare the high quality and contrast of an 11” x 17” stock print reduced from an original 22” x 34” drawing. The print is a sample 
of many run off on an offset duplicator from an inexpensive offset paper master prepared xerographically by XeroX Model 1218 copying equipment. 


thanks to XEROGRAPHY... 


Stock-Print System Saves 
Cutler-Hammer Inc. *50,000 yearly... 


Adoption of a stock file system of ex- 
pendable engineering prints is saving 
Cutler-Hammer Inc., Milwaukee, 
$50,000 a year. 

The system, and consequent savings, 
is made possible by XeroX® Model 
1218 copying equipment. This equip- 
ment, operating by xerography, the 
clean, fast, dry, electrostatic copying 
process, reduces original drawings as 
large as 24” x 36” onto inexpensive off- 
set paper masters. From them, multiple 
copies for stock-print filing are quickly 
run off on an offset duplicator. 

J. E. Jones, head of the Cutler- 
Hammer drafting department, sums 
up other benefits this way: 

“Xerography and offset duplicating 


have brought about valuable changes 
in our print storage and distribution. 
We can now reduce print sizes of B, 
C, and D drawings, thereby saving time, 
space, materials, and hand folding. 
Better service to departments needing 
prints has resulted. Wear and tear on 
our drawings has been reduced, and 
xerography gives us higher quality, 
high contrast, sharp, permanent prints. 

“This system allows us to issue prints 
without delay. Reference prints are 
immediately available from the ex- 
pendable print files. Trained personnel 
are not required to wait for print serv- 
ice. Expendable prints can be dis- 
carded after use. They need not be 
re-filed.” 


XeroX Model 1218 copying equip- 
ment can help you, too. Write for 
proof-of-performance folders showing 
how firms of all kinds and sizes are 
speeding paperwork and saving thou- 
sands of dollars yearly by xerography. 
Hatow Xerox Inc., 59-3X Haloid 
St., Rochester 3, N. Y. Branch offices in 
principal U. S. and Canadian cities. 
Overseas: Rank-Xerox Ltd., London. 


HALOID 
XEROX 









PERSONAL BUSINESS 


BUSINESS WEEK Is your will outdated? Or for that matter, do you have a will, in good 
JAN. 31, 1959 legal form? The importance of wills gets a lot of publicity, yet many people, 
: ¥ including a surprising number of businessmen, tend to ignore the idea. 


Part of the reason, of course, is that few people like to face up to the 
idea of dying. Another big reason, however, comes under the heading of 
skepticism: Many people can’t see why, in a reasonably simple financial 
and family situation, the lack of a will may have dire results. 


A few legal fundamentals show why: 


























A BUSINESS WEEK If you leave a will, you can name your own executor. But if you 


die intestate—without a will—the court appoints an administrator. True, 
his job is essentially the same as an executor’s, and it is regulated by state 

SERVICE laws that provide for the distribution of your property among close relatives. 
But there can easily be a hitch. 


For example, several people may-have an equal right to be appointed 
administrator. And if each person asserts his right, the estate can be thrown 
into litigation, delay, and expense—even before an administrator is 
appointed. 


On top of this, the court may name someone who might be not only 
far from your first choice but might even be antagonistic to some of your 
closest beneficiaries. One example: A second wife may be unfriendly to 
children by a first wife—her administration could be damaging to them. 


With a will, you usually can excuse your executor from giving bond, 
whereas a court-appointed administrator is almost universally required 
to be bonded. And the cost of such a bond (paid by your estate) may—even 
in a modest sized estate—far exceed the cost of preparing a will. 









Remember, too, that the court-appointed administrator is limited 
closely by state laws that regulate estate administration. With a will, you 
can give an executor broader powers, discretion, and authority than an 
appointee can exercise. 









If children are involved, there’s another strong argument for a will— 
one that may be more vital than any property consideration. 


With a will, you can name a guardian for your under-age children, 
instead of relying on a court appointment. If you wish, you can even name 
two persons—a trustee to handle the child’s finances and a guardian to pro- 
vide for the child’s personal care. 


Here again, a court-appointed guardian would have to follow the 













D= letter of the law as to financial management of the child’s property, and 
or this could work to the beneficiary’s disadvantage. (Bonding might also 
be necessary, thereby adding to the expense.) 

u- A point on formal execution of a will: Your will can be relatively 
Ly. simple—but the popular idea that a will scrawled on the back of an old 
id envelope is safe is generally untrue. 


It’s true that some states may recognize a holographic will (in your 
own handwriting, without witnesses). But recognition doesn’t mean there 
won’t be serious complications—the obvious solution is to have your will 
precisely drawn and legally executed in your attorney’s office. 

And it is really important to have your will reviewed periodically. 

There are at least five things that might outdate it: 


¢ Changes in laws—for instance, the recent New York law that eases 
the handling of trusts (often established in wills). 
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¢ Major changes in your assets. 

¢ Changes in your family (due to births, deaths, marriages, etc.). 

¢ A change in your place of residence. 

* Changes in the health and availability of your executor and witnesses. 


— @—__.. ~ 
If you have doubts about the quality of your local school system, take a 
look at The American High School Today, by Dr. James B. Conant (McGraw- 
Hill, $1.00). And if you’re a school board member, you’d better read the 
book before the citizens start reading it to you. 


Dr. Conant, former president of Harvard, has finished the first phase 
of his big study of American high schools, sponsored by the Carnegie 
Corp. (BW—Apr.26’58,p90). The results are published this week. 


On the whole, says Conant, U.S. public schools are on the right track. 
But they need to tighten up—set higher standards, put more of a premium 
on scholarship, push bright students into carrying heavier loads. 


Many professional educators won’t like some of Conant’s recommenda- 
tions—his ideas about grouping students by ability, for instance. Never- 
theless, the 21 points that he sets up for judging a school will tend to become 
accepted standards. 


One caution by Conant: In some of the big-city suburbs, the schools 
may be putting on too much competitive pressure rather than too little. 
The problem in some cases, Conant says, is “to defend the children against 
the unreasonable academic demands of their parents.” 


Speaking of youth and careers, don’t be surprised, if you have a teen- 
age son, to learn that he may not want to follow in your footsteps. 


A survey of some 3,000 Boy Scouts shows that only 2% of those whose 
fathers are business owners or managers want to become businessmen. The 
score for the sons of doctors, lawyers, and engineers was 11%. But 50% of 
all those interviewed said they wanted to enter the medical, legal, or engi- 
neering professions. 


The job outlook for the college senior in your family, incidentally, is 
bright these days. University placement officials report receiving more 
corporate inquiries now than a year ago. As for young engineers, the 
demand for them is so great that their starting pay differential over other 
graduates is as much as $100 a month in many cases. 


Product Engineering, a McGraw-Hill publication, reports that from 
mid-1956 to mid-1958 the median salary of all engineers in the U.S. rose 
13%. However, the median figure—only $8,750—supports the generally 
held belief that the starting advantage enjoyed by the young engineer 
levels off substantially in later years. 


For an interesting look at engineering, see a book just out, Careers and 
Opportunities in Engineering, by Philip Pollack (Dutton, $3.50). 


Deep blue sea dept.: With the big national boat shows going around 
the country, you may soon decide on a bigger craft—this time with full 
galley. If you do, you'll want a copy of Cooking Afloat, the new cruising 
cookbook, by Kathrene Pinkerton (Barrows, $3.50). 


Contents copyrighted under the general copyright on the Jan. 31, 1950, Issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Tangerman go to Moscow ? 


Elmer Tangerman is an engineer. He is also the editor of PRODUCT 
ENGINEERING. His job is to keep his readers informed on what is 


happening in business, and what it means to executives and engineers. 


Last year this responsibility brought him face to face with the fact that 
much of what is happening in the engineering field is happening in the 
Soviet Union. So he went to see for himself (as did seven other 
McGraw-Hill editors, each covering his specific field). Tangerman’s 
findings became a special issue of PRODUCT ENGINEERING devoted 

to Russian engineering. 


He traveled 13,000 miles to get this information. Yet this is only a fraction 
of the more than 3,000,000 miles logged by our editors every year in 
covering, following up and interpreting the business news as it happens. 


Back at the home office, you can find these same editors meeting in 
workshop sessions, comparing notes, techniques, ideas. This cross- 
fertilization process gives to the reader the most professional, up-to-date 
and accurate editorial coverage and presentation available anywhere in 
industry, written in the reader’s language and directed to his specific needs. 


These are some of the reasons why over one million men—your most 
important customers in business and industry—pay to read one or more 
of our 39 business publications. And they are good examples of the 
common bond that unites our readers and our editors alike: the 
never-ending search for useful knowledge, which may lead anywhere 
from your office to Moscow. 


.. McGraw-Hill 
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McGRAW-HILL PUBLISHING COMPANY, INC., 330 WEST 42nd STREET, NEW YORK 36, N. Y. 











BUSINESS ABROAD 





rALY’S INDUSTRIAL rebirth since World 

War II, culminating in five years of 
cconomic expansion unmarred by infla- 
tion or foreign exchange difficulties, 
raises new political problems. As this 
week's fuss over finding a new govern- 
ment shows, Italy’s parties are under 
less pressure to submerge their differ- 
ences than thev were when the nation 
faced crucial problems. 

Politicians see the change of govern- 
ment as a new chance to point up these 
differences in attitudes toward both 
Communism and free enterprise. One 
issue for debate is whether private in- 
dustry or the big state-owned companies 
shall lead in future economic develop- 
ment. 

Premier Amintore Fanfani, who re- 
signed Monday after a seven-month re- 
gime, headed a coalition of left-center 
Christian Democrats and Social Demo- 
crats, a combination that favored state 
enterprise. If the new government re- 
flects a shift to the right, perhaps 
including Liberals in the coalition, 
chances are that government’s part in 
business will be restrained. 
¢ Nuclear Race—The latest turn in the 
public vs. private competition is a race 
to initiate atomic electric power. Two 
public and one private nuclear power 
stations are planned. Of the three, 
two are to be U.S.-built—and could 





130 Business Abroad 


be part of Italy’s share of the 1-mil- 
lion kw. capacity now projected un- 
der Western Europe’s Euratom pro- 
gram. 

The rivals in this as in other spheres 
of business are: 

e Ente Nazionale Idrocarburi 
(EN1I), the national oil and gas combine 
headed by Enrico Mattei (picture). ENI 
is expanding its empire (BW—Apr.13 
’57,p132) to include all forms of energy; 
its $65-million, 200,000-kw. atomic 
power station under construction near 
Rome will be Italy’s largest. Reactors 
will be supplied by C. A. Parsons of 
Great Britain. 

e SENN, a subsidiary of the Ital- 
ian Reconstruction Institute (IRI), the 
mammoth holding company that Mus- 
solini put together during the depres- 
sion of the 1930s. With part of its fi- 
nancing assured by the World Bank, 
SENN plans to break ground next sum- 
mer for a power station with reactors 
from General Electric Co. 

e SELNI, a subsidiary of Edison 
S. A. of Milan, which plans a $50 
million, 150,000-kw. station with equip- 
ment from Westinghouse Electric 
Corp. 

So far, private companies supply 75% 
of Italy’s electric power. Milan Edison 
alone provides 25% of it. But Edison 
regards the atomic race as a matter of 





Italy's Struggle Over Business 


Mattei, second from left, out- 
lines one of his latest expan- 
sion plans to a group of Italian 
government officials. 


life or death for private industry. Since 
the war, Italy’s industrial needs have 
outstripped conventional power sources 
so rapidly that, according to Italian 
economists, nuclear power appears to be 
the country’s only salvation. Italy has 
little coal and its hydropower is already 
developed to the utmost. 

¢ Controversial ENI—The clash with 
private interests involves ENI far more 
than IRI, even though the latter is by 
far the largest economic unit in the 
country 

IRI’s companies had nearly $1.6-bil 
lion of sales last year (about the same 
figure as present total assets of ENI’s 
50 companies) and employed 250,000 
workers in making ships, aircraft, Alfa 
Romeo automobiles, more than 60% of 
Italy’s steel, and the remaining 25% of 
Italy’s electricity. In contrast, Fiat of 
Turin, the biggest private company, em 
ploys about 85,000. 

Despite IRI’s size, businessmen look 
at it with far less hostility than they 
show toward Mattei’s oil and _ gas 
monopoly. For one thing, IRI origi- 
nated as a means, something like the 
U.S. Reconstruction Finance Corp., of 
bailing out private companies. 

Its board is well stocked with repre- 
sentation from private companies 
About half its divisions are privately op 
erated and pay dividends. In most cases, 
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GAY I_Ore ID DEPENDABILITY 
KEEPS YOUR PRODUCTION ROLLING 


You get a clear track to corrugated boxes when you signal 
Gaylord to start the run. In all lines of industry, Gaylord has a 
well earned reputation for delivering the packaging . . . so you 
can package and deliver the goods . . . on schedule. 


~ 


Regular corrugated containers in big volume runs. or engineered 


packaging, give your G-Man the green light . . 
rolling profitably. 


. keep production 
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NEW McGRAW-HILL 
BOOKS 












Just 
Published 


ENDLESS FRONTIERS 


The Story of McGraw-Hill 
By ROGER BURLINGAME 


Men in many fields will recognize 
familiar landmarks of their profes- 
ma reading in this engrossing 


story of ne ff the world’s leading 
publishing houses. The author takes 
vou back to an era in which the 
power f print was called into the 
services of industry—he probes the 
business atmosphere which brought 


nto being McGraw-Hill’s books and 
publications before the turn of the 


century. From the first pioneer. maga- 
zine to Nucleonics, text films, and 
technical writing service—McGraw- 


Hill’s growth during years of accel- 
rating progress in science and indus- 
try is dramatically presented. The 
book has a double appeal, enlivened 
with entertaining anecdotes and vi- 
znettes also intimately reflecting 
sound and successful publishing prac- 


tices 


504 pages, 6 x 9 illus- 
trated $7.50 





SALE-LEASEBACKS 
AND LEASING 


in Real Estate and Equipment Transactions 


Just Published—Helps you finance facilities 
acquisitions. Analyzes pros and cens; dis- 
cusses tax and other factors. By H. Green- 
field, Atty., and F. K. Griesinger, Lincoin 
Electric Co. 842 =x 11, spiral bound, $15.00 


PURCHASING HANDBOOK 


Just Published—Full reference of policies, 
practices, procedures, contracts, and forms 
Covers every major area of purchasing. Ed. 
by G. W. Aljian, Calif. and Hawaiian Sugar 
Ref. Corp. 1388 pages, 201 illus., $15.00 


SALES PROMOTION 
THAT GETS RESULTS 


Just Published—How to make marketing 
more effective through use of right sales 
promotion strategy. Covers both industrial 
and consumer goods. By H. M. Turner, Jr., 
D'Arcy Advertising Co. 259 pages, 35 illus., 
$6.50 


ate ol 


HOW AND WHERE 
TO LOOK IT UP 


Master guide to over 3,900 sources of infor- 
mation. Saves hours of searching—shows 
how to get the information you want, where 
to find it, and how to use and evaluate it. { 
By R. W. Murphey. 736 pages, $15.00 i 
! 








i 10 DAYS’ FREE EXAMINATION 
' 





r sctrew- Hill Book ord Inc., Dept. BW-1-3! 
327 W. 4ist St.. N.Y.C. 36 
Send me book(s) pa at below for 10 days’ exam- 
ination on approval. In 10 days I will remit for 
book(s) I keep, plus a few centg for delivery costs, 
and return unwanted book(s) postpaid. (We pay 
delivery costs if you remit with this coupon—same 
| return privilege.) 
C} Burlingame—Endiess Frontiers, $7.50 
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IRI acts as a huge industrial supplier 
to round out the capacity of private en- 
terprise, as in its power system, mostly 
built to back up Edison’s plant. 
Mattei, on the other hand, is feared 
by businessmen for his political influ- 
ence and for ENI’s efficiency and ag- 
gressiveness. Milanese say Mattei plans 
to use the new atomic power plant to 
demonstrate that real progress in power 
production is possible only under state 
auspices. His aim, they say, is to mo- 
nopolize all of Italy’s energy sources 
and set himself up as Czar over them 
all. ENI already controls 93% of the 
nation’s gas resources and about one- 
third of the oil. 

¢ Enctoaching—W hatever his motives— 
and a Rome banker says, ““He’s neither 
for nor against private enterprise, just 
for Mattei and ENI’—Mattei has 
branched out in the past few years into 
fields where private interests once held 
a monopoly. 

For example, ENI built a $125-mil- 
lion petrochemicals plant at Ravenna, 
the largest in Europe, in partnership 
with Phillips Petroleum Co. and Union 
Carbide Corp. Designed to tap gas 
fields in the Po Valley, this plant is 
competing directly with Pirelli, Italy's 
tire and rubber giant, and Montecatini, 
the country’s leading producer of chem- 
icals. 

In chemicals as in electric power, 
ENI is bumping squarely into Edison, 
too. Like ENI since 1952, Edison has 
also spread out over new fields, includ- 
ing mining, electronics, home appli- 
ances, and chemicals. In partnership 
with Monsanto Chemical Co., Edison 
owns Italy’s second largest chemical 
producer. It also has three other major 
chemical subsidiaries, including one in 
partnership with Union Carbide, ENI’s 
partner in the rival plant located at 
Ravenna. 

This Edison subsidiary, Societa Ce- 
lene, expects soon to start producing 
ethylene glycol and other ethylene de- 
rivatives. Another called ASCA, a joint 
venture with Chemstrand Corp., is turn- 
ing out acrylic fiber near Venice. The 
newest and most promising of Edison's 
chemical subsidiaries is SINCAT, which 
is pushing construction of a petrochem- 
icals complex in Syracuse Province in 
Sicily. It will draw upon Gulf Italia’s 
Ragusa field and the Esso-Rasion re- 
finery, biggest in Italy. 

* Political Weapons—Rome observers 
predict that Edison will be the most 
serious obstacle in the path of ENI’s 
further expansion. Edison is accus- 
tomed to spending big money on adver- 
tising and the molding of public opin- 
ion; it has the support of the other big 
companies, and they are strongly repre- 
sented in the Parliament. 

Italy’s economy as a whole is still 
dominated by private enterprise, despite 





| write McGraw-Hill Intl, N. Y. C. 


Oh Ac natant ne eae cae 


COMBINES: STOVE: OVEN 
SINK + REFRIGERATOR 
FREEZER - STORAGE 


COMPLETE mk 


WRITE: 


GENERAL AIR RONDINONGIS CORP. 


Dept. A-19, 4542 E. Dunhan 


General Che 


NATIONWIDE SALES AND SERVICE 











Over 21 years 
of supremacy 
in the art of 


PLASTIC 
FABRICATION 


® Printing 
® Die Cutting 
e Forming 
© Laminating 
© Engraving — Acetate 
© Hot Stamping Styrene 
© Silk Screening Mylar 


PRINTLOID INC. 
10-12 44th Ave., Long Isiand Cit 


Vinylite 





SALES BUILDER 


Gas or electric 
real Junior Stock 
cars — six models 
Sensational for 
consumer or sales 
contest prizes 








the growth of the two state corpora- 





See Clues on page 142 





132 Business Abroad 





BUSINESS WEEK e Jan. 31, 1959 


ept. B 
-» Mystic, Conn. 








































Tun 
are 
crit 
nun 
whi 
pa 

e Pp 
ho 
Mat 
critic 
duct 
amor 
hand 
say | 
dang 

M: 
tract 
perio 
Privat 
ple, | 
ablest 
cone 
come 
Franc 
for ( 
turer, 
Amen 
Paigns 


Cial of 


BUSIN 








tions. In fact, Italian businessmen havc 
even more latitude in running their af- 
fairs than businessmen have in the U.S. 

The three largest private companies— 
Fiat, Montecatini, and Edison—have 


a strong grip on their respective markets, 


and all have friends on government 
benches and swivel chairs. Private in- 
dustrialists are reported to have a big 
say in three influential Italian newspa- 
pers—““La Stampa,” “24 Ore,” and 
‘Giornale di Italia.” ENI reputedly 
finances “‘I] Giorno.” 

¢ Challenge Is New—Besides Italy’s 
three biggest companies, many others 
1ave also invested large sums in mod- 
cernization and expansion in the past five 
ears. This fact, along with the postwar 
onservatism in monetary policy in Italy, 
nut a solid base under the expansion of 
he nation’s economy. It also seemed to 
ettle the struggle between government 
nd private industry for control of the 
.conomy until Mattei’s ENI raised the 
challenge once more. 

Businessmen sav Mattei already has 
1 10st of the financial odds in his favor 
ii the battle for leadership in atomic 
clectricity. ENI’s taxes are payable over 
« ght years after they are incurred; pri 
\ ite companies must pay in advance 
| rivate business pays a 25% tax on pro 
«eds of bond sales, while ENI_ pavs 
nothing. 

Moreover, ENI has virtually un 
louited credit with Italy’s banks, most 
oi which are state-owned, while a private 
cmpany can borrow only up to 70% of 
it; assets. Thus, Italian industrialists 
complain, the government in one way or 
another underwrites ENI’s financial op 
erations. 

Private businessmen argue that state 

tun corporations, both IRI and EN], 
arc uneconomical. IRI’s government-op- 
erated divisions (about half of the total 
number) consistently run big deficits 
while those with private participation 
pay dividends. 
* Personal Feeling—So far, however, 
no one has seriously suggested that 
Mattei uses ENI for personal gain. His 
critics instead cite his ‘ruthless con- 
duct” and his ability to win support 
among the Italian masses on the one 
hand and the elite on the other. They 
say this following encourages him in 
dangerous adventures. 

Mattei also displays an ability to at- 
tract top management to his staff. He 
periodically raids the government and 
private companies for talent. For exam- 
ple, Bruno Fua, one of the country’s 
ablest economists, left the European 
Economic Commission in Geneva to be- 
come Mattei’s economic adviser, and 
Franco Martinoli, commercial director 

for Olivetti, the typewriter manufac- 
turer, has also joined ENI. ENI’s 
American-style public relations cam- 
Paigns are directed by a former off- 
cial of Edison of Milan. END 
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Hemispheric prosperity and strength depend on consolidating 
and expanding the economic partnership between the Americas. 


Inter-American trade and investment are the twin keys to economic 
growth and rising levels of income throughout the hemisphere. Now, fo: 
the first time, the two-way trade between the United States and Latin 
\merica—over $8 billion annually—is more than matched by the total of 
the direct investments of United States business enterprise in that area. 
For the nations of Latin America, this profitable partnership provides the 
means for achieving increased productivity, ever-higher standards of 
living and more stable national economies. For the United States, the 
expanding opportunities for commercial interchange within the inter- 
American system provide a vital element of strength in its private econ- 
omy and in its national security. 


With Latin America on the threshold of its most vigorous era of indus- 

trial development. many significant yardsticks of growth stand out: 

* Population is increasing faster than in any other area—4,000,000 people 
per year or 2.3% per annum. 

¢ Production is increasing even faster—4.7% or 2.4% per capita in 1957. 

* An estimated $16 billion spent for new construction in 1958 compared 
to a record $12.2 billion in 1957. 

* Electric power capacity increased 1.4 million KW or 11% in 1957. 

* Direct U.S. investments reached an all-time high of over $9 billion in 


1958. 


As one of the leading investors in the future of Latin America, the 
American & Foreign Power System is spending $100 million annually to 
meet the area’s growing demands for electricity—key to its industrial 
growth and progress. By so doing, it is helping to build the inter-American 
system —to gird the profitable partnership of business enterprise between 
the Americas which means so much to the future of the entire western world. 


The vigorous, rapidly-growing coun- 
tries of Latin America offer growth- 
minded U.S. industry the widest va- 
riety of geographical characteristics, 
resources and business opportunities 
of any area in the world. For full in- 
formation on opportunities for invest- 
ment in the countries served by the 
American & Foreign Power System, 
write the Company’s Area Develop- 
ment Section. 


Associated electric companies in the following countries: 
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In Business Abroad 


Britain’s Trade in 1958 
Produces Healthy Surplus 


Government officials in London are busy these days 
totting up Britain’s international transactions for 1958— 
the balance on merchandise exports and imports, plus 
net earnings from things such as shipping, insurance, 
banking, tourism, and oil. Although all the computa- 
tions haven't been made yet, the results almost certainly 
will show that Britain chalked up two records last year: 

* Merchandise exports during the calendar year, 
despite a 34% drop from 1957, exceeded imports slightly 
for the first time since the Nineteenth Century. That’s 
after deducting from the usual import figures the fees 
for shipping and insurance that were charged by British 
companies. 

¢ London earned a surplus of nearly £400-million 
($1.12-billion) on its total international transactions. 
That’s the kind of surplus the Conservatives have been 
shooting for since their return to office in 1951. 


Mexico, Guatemala Sever Ties 
Over Shrimp Fishing Dispute 


A bitter battle over shrimp fishing off Guatemala’s 
Pacific Coast has caused Mexico and its Central Ameti- 
can neighbor to break off diplomatic relations. 

Guatemala contends that its territorial waters extend 
12 miles and that these waters were invaded by Mexican 
fishing boats. Its air force and coast guard recently 
fired on Mexican fishermen, reportedly killing three and 
injuring 15 others. About 10 Mexicans were arrested. 

The Mexican government refuses to recognize the 
12-mile distance, and is pressing Guatemala to have the 
dispute arbitrated at the Hague’s: International Court 
of Justice. 

I'he rupture between the two countries marks the 
second time that Mexico has broken diplomatic rela- 
tions during peacetime. The last occasion was with 
Britain over oil confiscation. 


Japanese Oil Company Scraps 


Forced Retirement Policy 


Maruzen Oil Co. of Japan, one of the country’s two 
leading independent oil producers, has decided to let 
employees remain in service as long as they wish. The 
oil company is reported to be the first Japanese company 
to adopt such a policy. 

The purpose, Maruzen says, is to eliminate the pre- 
carious life of its employees after they retire. At present, 
Japan’s social security laws are considered inadequate. 
About 2,900 male employees are affected by the change 
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in policy. The 600 women employees are not affected. 

Under the new system, Maruzen employees will re- 
ceive company retirement allowances at the age of 55, 
but the company will rehire them for full-time employ- 
ment if they wish to remain. 


Asarco Sells Common Stock Holdings 


In Cerro de Pasco Corp. 


To raise money for investment in new projects, Ameri- 
can Smelting & Refining Co. (Asarco), has sold all of 
its common stock holdings in Cerro de Pasco Corp. for 
a reported price of about $10-million. 

According to company spokesmen, the sale will have 
no effect on Asarco’s majority ownership in Southern 
Peru Mining Corp. Southern Peru, which is now devel- 
oping a large new copper mine in Peru, is owned jointly 
by Asarco (58%), Phelps Dodge Corp. (16%), Cerro de 
Pasco (16%), and Newmont Mining Corp. (10%). 


Hughes Aircraft Is Setting Up 
Offices in Paris, Tokyo 


Hughes Aircraft Co. of Culver City, Calif., will se 
up offices next month in Western Europe and the Fa 
East. Its Far East headquarters will be located in ‘Tokv 
Paris will be the center of Western European operations 

Recently, Hughes granted C. Itoh & Co. of Japa 
exclusive sales rights for its military equipment an 
named the company Japanese distributor of its con 
mercial products. 

ae * a 


France Bows to U.S. Tastes, 


Lifts Restrictions on Bourbon 


This summer, for the first time in France, U.S. tourist 
will get a chance to order bourbon whiskey, if they have a 
thirst for the American drink. This is the word from the 
Bourbon Institute, the newly formed trade association 
representative of the nations’ bourbon distillers. 

Up to now, bourbon was admitted to wine-and-cognac 
consuming France only under hard-to-get special quota 
permits. But this month the de Gaulle 1 regime gave way 
to U.S. tastes, lifted trade restrictions on American 
whiskey. Henceforth, said a Bourbon Institute spokes- 
man, “We're Gaulists, Vive de Gaulle!” 


British Thread Maker Sells U.S. Offshoot 


Britain’s Linen Thread Co. has sold its U.S. sub- 
sidiary, Linen Thread Co., Inc., New York, to Indian 
Head Mills of New York for a reported $12-million. 
Severe competition and falling revenues from the sub 
sidiary forced the British company to sell its American 
offshoot. 
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Fords New Fling at Financing 


@ Things have changed since Ford was last in the 
business of auto sales credit, 26 years ago. Detroiters think 
some of the advantages are gone for a car maker. 


@ Today, banks dominate the field, with volume 
topping even the four biggest existing specialists. 


@ To make a real splash, Ford then will have to set 
up on a large scale and recruit a host of field men. It will have 
to catch up in the vital knowhow. 


By mid-February, through the curious 
medium of Sen. Estes Kefauver’s Anti- 
trust & Monopoly Subcommittee, Ford 
Motor Co. will divulge its plans for re- 
entering the business of financing the 
sale of cars (BW —Jan.17°59,p36). 

What the committee will hear will 
be completely orthodox. Ford has no 
great new idea in auto financing. Its 
company will be a wholly owned sub- 
sidiary as General Motors Acceptance 
Corp. is a wholly owned subsidiary of 
General Motors Corp. 

No date has been set for Ford to be- 
gin its financing operations but when 
it does it will be on a small scale, ex- 
panding as it develops experience. The 
top people for the finance company will 
be drawn from Ford Motor Co., but for 
the bulk of the employees Ford hopes 
to draw from existing small finance 
companies, because knowhow is all-im- 
portant in auto finance and this is the 
quickest way to acquire it. 

Ford has two ends in mind in re- 
entering auto financing (which it aban- 
doned in 1933). The first is the ob- 
vious one: to make money. The sec- 
ond is important, too, but difficult to 
define precisely. It is the opinion in 
Detroit that Ford feels that most fi- 
nance companies (with GMAC an ex- 
ception) are putting too much stress on 
dealers selling insurance as well as in- 
stallment contracts. 

If a dealer had a simple finance con- 
tract to sell and was concerned only 
with the insurance necessary to pro- 
tect the finance company’s loan, Ford 
apparently feels, the dealer would be 
better able to concentrate on his ma- 
jor role: that of selling automobiles. If 
it works out that way, then Ford would 
gain some indirect sales benefits from 
having its own finance company. 

But the major objective still remains 
profit: Auto finance companies, at least 
the big ones, are very profitable; more 
than two-thirds of all new car sales are 
on time. 
¢ GM’s Experience—F or example, Gen- 
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eral Motors Acceptance Corp.—largest 
outfit in the field, and wholly owned by 
GM-has had a return on “‘stockholders’ 
average investment” of 17% to 21% 
over the past five years, according to 
hearings on “captive” finance companies 
held last year in Washington. GMAC 
reports that, for the first nine months of 
1958, it earned $40.2-million, up $9- 
million from the previous year despite 
only a slight increase in receivables. 

What’s more, GMAC’s insurance 
company subsidiary is showing increased 
earnings. A big-scale auto financing 
operation has to have its own insurance 
company. This can be just as profitable 
as the lending agency. 

There’s one other factor in the profit- 
ability of auto finance companies that 
Ford couldn’t help but know. The ma- 
turity term on car installment buying 
has been steadily increasing—about 50% 
of retail paper now is for 36 months. 
And tables worked out by the Kefauver 
committee staff show that the finance 
charge increases at a faster rate than the 
lengthened time of repayment. 
¢ Effect on Sales—So the way Detroit 
sees it, Ford’s move has a double spur: 
to get into the lucrative financing busi- 
ness, and to indirectly help sales. But 
many experts in Detroit fail to see how 
Ford could increase its car sales by hav- 
ing its own finance company. 

Today, there are three other major 
finance companies in addition to GMAC 
—C.LT., Commercial Credit Co. and 
Associates Investment Co.—and many 
smaller ones. And banks do more retail 
auto financing than the Big Four of the 
auto finance business. 

For this reason, Ford’s entry into the 
field seems to face tough going. What 
inducements can Ford offer dealers? 
How can it offer anything out of the 
ordinary without running afoul of 
Washington? Finally, where is it going 
to get the knowhow to operate a big- 
time auto finance company? 

You can see the enormity of Ford’s 
task in one simple fact: GMAC finances 


only about 28% of retail sales of new 
cars by GM’s dealers and only 39% 
of time sales, despite the fact that it 
is a wholly owned subsidiary, has been 
in the business 40 years, and originated 
the basic plan by which practically all 
retail auto financing is done. 


|. The Way It Pays 


Here is how the whole business works: 

When a dealer orders new cars from 
the factory, his finance company (or 
bank) will lend him most—if not all—of 
the money to pay for the cars. The 
finance company keeps title to the car. 
This is the “floor planning” end of the 
business. It ties up a lot of money for 
finance outfits, and can be a big nui- 
sance, but it’s the key to getting deal- 
ers to give them retail financing—the 
really profitable side of the business. So 
it’s a service that all finance 2ompanies 
want to offer. 

When one of these cars is sold, the 
customer, of course, can pay for it any- 
wav he chooses: He can borrow from a 
credit union, a bank, his brother-in-law, 
or an auto financing company. The 
dealer, of course, tries to push the last 
choice. A new car sale through a finance 
company is set up somewhat like this 


Retail price TTT CON TT ECT $3,000 
Downpayment (cash or 

CED 62, cess eso See 1,000 
| Sed eee) 2,000 
Insurance premiums ........... 100 


PVUNTINGE CUIMMEE 6 cccsceccccces € 2,100 
Finance charge for 36 months 
6% a year for 3 years) 

Time payment balance......... 2,478 

Monthly payment .. 
e Dealer's Cut—What catches _ the 
dealer’s eye is his commission on both 
the financing and insurance. Over-all 
this generally amounts to about 1% a 
year on the $2,100, or $63 for the full 
term. It sounds small until you re 
member that many new cars are sold 
at a net profit of $100 or less. Besides 
there’s nothing to prevent a dealer from 
charging more than 6%; some do, and 
they get an immediate rebate from the 
finance company. 

Most of the financing commission is 
set aside for a “finance reserve.” It is 
established to cover losses when a cal 
must be repossessed and turned back to 
the dealer for resale; the dealer reim- 
burses the finance company on bad 
debts out of this reserve. This reserve, 
a credit man points out, not only pro- 
tects the finance company but also en- 
ables it to woo the dealer in the fierce 
struggle for retail finance business. 
¢ Finance Company’s Cut—By its par- 
ticipation, the finance company gets 
what amounts, in effect, to nearly 12% 
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Ryder Truck Rental 


customers profit in many ways 
from renting Fords or other depend- 
able trucks from the “Big R.” 
Among the important benefits they 
report are: freedom from responsi- 
bilities. ..release of vital working 
capital... uninterrupted trucking 
operations. . .accurate budgeting of 
transportation costs. Ryder’s trans- 
portation engineers can show you 
how to gain these advantages, too. 


RYDER SYSTEM, INC. 


General Offices:.ENGLE BUILDING, P.O. BOX 33-816, MIAMI, FLORIDA 


Ryder System, a fast-growing publicly-owned company, also operates modern truch 
lines in 20 Eastern and Southern states. Write today for information on Ryder 
System or for brochure, ‘How Modern Management Can Profit from Truck Leasing.” 
















































...With minimum 
capital outlay 


Keeping pace with progress is a great 
and costly challenge. The modern 
concept of leasing, pioneered by 
USL, provides a sensible answer. 


Leasing has proved to be the most 
acceptable method of obtaining the use 
of equipment with minimum drain 
on capital. It makes sense, because 
profits are earned through the use— 
not the ownership—of assets. 


WRITE FOR NEW “LEAS- 
ING” BROCHURE, a 

. xo | concise description of 
_ @\ leasing and its advantages. 





UNITED STATES 
LEASING 
CORPORATION 


Dept. S-31, 130 Montgomery Street, 
San Francisco 4, Calif., EXbrook 7-1787 





Offices and Representatives in All 
Principal Cities 
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annually in interest (sometimes higher) 
—plus, more often than not, the insur- 
ance business on the new car. (The 
buyer is not compelled to insure through 
the finance company’s subsidiary—but 
few buyers realize this.) 

It’s true that insurance losses on 
autos have been mounting, but some 
Detroit people estimate that up to 
50% of the premium is profit, princi- 
pally because sales expense is so low. 

To get the retail financing business, 
however, the finance companies have to 
compete fiercely with each other and 
with the banks. In the face of this 
competition, says one GM executive, 
there’s no longer any particular sales 
advantage in a “captive” finance com- 
pany. But there certainly used to be. 


ll. Early Maneuvering 


Henry Ford organized Universal 
Credit Corp. in 1929, allegedly to bring 
down the price of borrowing. Ford's 
Model A was new then, and he had 
something to push, but Commercial 
Credit Co., GMAC, and Commercial 
Investment Trust already had a solid 
hold on the finance market. 

In 1933, Ford sold. Universal to 
C.I.T. (at a $30-million profit), saying 
it had accomplished its purpose. Ford, 
however, retained an agreement with 
Universal-C.I.T. under which it was the 
Ford Co.’s preferred financing outfit. 
¢ 6% Financing—GMAC’s “6% plan” 
in 1935 set financing on a new stage. It 
enabled the customer to figure out for 
himself what the finance charges should 
be. This not only tempted prospects 
into GM _ showrooms but also put a 
damper on higher charges by other 
companies. All the while, the three 
big auto companies, according to a 
Federal Trade Commission investiga- 
tion, put “pressure” on their dealers 
to use only the factory-preferred or 
controlled finance company. 

Out of this grew the 1938 indict- 
ments of GM, Ford, and Chrysler and 
their associated finance companies for 
restraint of trade. Ford and Chrysler 
signed consent decrees, agreeing not to 
participate in auto financing. GM 
chose to fight. It lost the criminal suit, 
pertaining to putting pressure on deal- 
ers, and was fined $25,000. In a later 
action, which dragged on until the late 
1940s, GM won the civil suit that 
sought to compel it to divest itself of 
GMAC. 

Ford then went into court and ob- 
tained a release from its consent decree. 
So now it is prepared once again to go 
into the business. 


lll. Ford’s New Problems 


Undoubtedly, Ford can raise even 
the enormous amounts of capital re- 
quired for an auto finance company. 








But where is it going to get the know- 
how? 

The big personnel asset of a major 
auto finance concern is on the local 
level. According to one company, the 
local finance representative generally 
has a half-hour or so to decide whether 
he has a good risk on his hands. True, 
the risk is backed by the car, but 
experience has shown that either the 
finance company or the dealer can lose 
$300 or more on selling a repossessed 
car. Local managers also have to keep 
an eye on dealers, their sales, and in- 
ventories. 

GMAC, C.I.T., and CCC, alone, 
have about 1,300 local offices in the 
U.S., GMAC has more than 300. Ford 
will have to come near matching that 
figure if it wants a big piece of the 

ie. 

Then, there’s the insurance business. 
Ford will have to get into this field, 
too, if it hopes to go first-class in auto 
financing. 

One way Ford could ease its pains 
would be to recruit people from exist- 
ing small finance companies. That 
would immediately give Ford some of 
the knowhow that the professionals 
say is so essential. 
¢ Will They Buy?—Whether Ford's 
new finance company will entice dealers 
away from their present financing is 
another important question. According 
to dealers buttonholed around the 
nation by BUSINESS WEEK reporters, the 
answer depends on the new company’s 
rate structure—something that may not 
be known until Kefauver’s committee 
starts quizzing Ford. 

Many Ford dealers have close ties 
with their present financing companies. 
Some say they won’t budge for any- 
thing. But most concede that if Ford 
comes up with a good set of rates, 
they'll switch. (GMAC “floor plan” 
rates often are 4 of 1% better than 
other finance companies.) 

“If it’s profitable,” says a Philadel- 
phia Mercury-Edsel-Lincoln dealer, “I'd 
surely change.” He likes the idea of 
working with the parent organization. 
expects it will give him better service, 
particularly in repossessions. 
¢ More Competition—The general feel 
ing is that Ford will add greatly to 
competition in the big cities, not 
smother competition. A minority of 
dealers feels that the smaller finance 
companies might be squeezed out by 
Ford’s move, but most say these will 
keep on doing their usual marginal 
business. 

In many smaller cities, Ford’s entry 
into the field could help dealers im 
mensely. Financing outlets in some 
of these areas are limited, and “if Ford 
can come up with good ‘floor plan’ 
rates,” says one Midwest automobile 
dealer, “they'll get a big chunk of busi- 
ness.” END 


BUSINESS WEEK e Jan. 31, 1959 








Cm ec m 


in 


kr 
co 
ab 
pi 
fur 


FC 


tio; 
Fas 
Inst 





ties 

ies. 

ny- 
ord 
ites, 
an” 
han 


idel- 
“T'd 
a of 
tion. 
vice, 


feel- 
vy to 
* not 
ay of 
1ance 
it by 
» will 
rginal 


entry 
$s im 
some 
: Ford 
plan’ 
nobile 
f busi- 


, 1959 





NEW FOAMGLAS’ STAY-DRY PIPE INSULATION 


--. unique combination of benefits at low cost 


Here’s a new, low cost way to bring the 
unique benefits of FOAMGLAS insulation 
to ice water lines, chilled water lines, low 
pressure steam or hot water lines and 
other commercial piping. 

It’s Pittsburgh Corning’s new FOAMGLAS stay-pry 
insulation for commercial piping from + 35°F to +300°F 

. at prices comparable with other commercial pipe 
insulations. 

FOAMGLAS stay-pry pipe insulation comes with a 
kraft-foil laminate jacket to provide a tough protective 
coating and an attractive white outer finish. It is avail- 
able in nominal thicknesses of 1” and 114” to fit steel 
pipe or copper tubing from 4” to 6” in size. It is 
furnished in 24” lengths for quick, easy application. 
FOAMGLAS is also available as valve and fitting covers. 

Only FOAMGLAS stay-pry commercial pipe insula- 
tion gives you this unique combination of benefits: 

Fast, economical installation—without priming the pipe. 
Insulating value can’t vayy—FOAMGLAS stays dry. 


another new product from 


, 2°? 83 U A Se 


No extra moisture seals or vapor cut-offs —FOAMGLAS 
its own vapor barrier. 

No costly fire-retardant jackets —-FOAMGLAS can’t bu: 

Pipe can be insulated before hanging —FOAMGLAS 
strong enough for hangers to go around an insulat 
pipe section without compressing the insulation. 


Learn more about new FOAMGLAS commercial pip: 
insulation. Write for bulletin. Pittsburgh Corning Corp 
Dept. F-19, One Gateway Center, Pittsburgh 22, Pa 
In Canada: 3333 Cavendish Blvd., Montreal, P. Q. 






























\ 


Main business of currency exchanges in Chicago is check-cashing, 
but they offer a catchall of other services... 
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. . even in such dignified quarters of the city as the Loop (above), 
where office workers line up. Meanwhile . 






.. blue-collar workers find armored check-cashing cars—competi- 
tor of the exchanges—right at plant gates. 
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An unusual business called cur- 
rency exchanges is thriving be- 
cause of Chicago's shortage of 
banks—but that may end soon. 


When a white- or blue-collar worke1 
in Chicago wants to cash his week; 
paycheck, it’s an even bet he'll head for 
a nearby currency exchange (pictures) 

If so, he'll be patronizing an institu 
tion that exists legally only in four 
states and flourishes chiefly in Chicago, 
the city that has the climate most con 
ducive to its well-being 

In some states—including some in 
which they live on the fringes of le 
gality—currency exchanges are an anach 
ronism, hanging on to the tochold 
they grabbed on banking’s check-cash 
ing function during the depression 
years when many banks closed. But 
they’ve sprung up like weeds in Chicago 
because it—the second biggest moncy 
market in the nation—is the most un 
der-banked major city in the country. 
¢ Bank Shortage—IIlinois—like nine 
other states—has a blanket ban on 
branch banking. There are only six 
major banks in the downtown (Loop) 
financial district, only 78 in the whole 
city. By contrast, Philadelphia has 
roughly 173 banking units; Detroit, 
146; Los Angeles, 199, and New York, 
746 

The Windy City has one banking 
office for about every 50,000 persons; 
New York has one for every 10,000 
New Yorkers; most cities of stature have 
one office for every 8,000 persons. 

In Chicago, savings and loan asso 
ciations outnumber ‘banks by two to 
one, finance companies by three to 
one, and currency exchanges by slight]; 
more than seven to one. The Chicago 
Currency Exchange Assn. estimates that 
there are about 800 exchanges through 
out the country; 688 of these are reg 
istered in Illinois, about 670 in the 
Chicago metropolitan area alone. 
¢ Varied Services—Currency exchanges, 
as the name implies, are essentiall 
check-cashing services—at an average 
fee of 35¢ a check. They also write 
money orders—at a monthly rate of 
about $52-million in Chicago—and at 
smaller fees provide such sundry serv 
ices as notarizing, forwarding  trafh« 
fines, accepting payment on utility bills, 
and filling out various license applica 
tions. They don’t accept deposits. But 
they are big customers of Chicago's 
banks; annual turnover of their demand 
deposits amounts to about $1.5-billion 

¢ Depression-Bom—Few of Chicago's 
currency exchanges are more than 25 
years old. They began to crop up in 
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1931, when many banks were closing 
their doors. The 1933 Bank Holiday 
gave them further impetus. 

At the outset, many exchanges op- 
crated as loan companies and banks, 
accepting and dispensing money, hold- 
ing demand deposits. Some were hon- 
cst; some were not. 

Finally, in 1943, after years of agita- 
tion for reform, a bill was pushed 
through the Illinois legislature circum- 
scribing exchange activities. The bill 
was backed by many exchange opera- 
tors. At the time, there were some 400 
exchanges in the state. Many of the 
downstate exchanges consolidated, and 
some obtained regular bank charters. 
Ihe others hung on and, as Chicago’s 
banking needs grew without relief, new 
exchanges came to life. 


Organizing an Exchange 


To set up an exchange, an operator 
ieeds essentially three things: a clean 
vill of business health, $3,000 in capi- 
al, and a state permit. The latter is 
ften the toughest to get. State officials 
hink existing currency exchanges have 
aturated the field in Chicago, and they 
rown on new entries. 

About 75% of the exchanges are in- 
ependent, Mom-and-Pop-type opera- 
ons. The rest are chain operations. 
» Nature of the Business—The success 
uf an exchange rests on the volume of 
|usiness it can do, since the average 
item brings in only 20¢. To make a de- 
cent profit, most operators feel they 
niust handle 6,000 items per month, or 
some 200 customers a day. An inde- 
pendent operator in an average neigh- 
borhood can clear $600 a month. In 
a chain, where salary expenses are 
higher, the net is often less. 

Check-cashing gives an exchange op- 
erator about 55% of his income. Issu- 
ance of their own money orders, most, 
to pay bills, accounts for about 30%. 
The balance comes from specialized 
services, such as licenses, helping out 
on income tax reports, and photostat 
work, 

There are no studies on the type of 
people who frequent exchanges, but 
they run the gamut. The bread and 
butter kind, though, is the factory 
worker or clerk who has weekly or 
monthly bills and finds no bank con- 
venient; he might not need a checking 
account, anyway. 

This is reflected in the size of checks 
that pass through exchange windows. 
The average check cashed, according 
to most operators, is $65. One ex- 


change; which broke down its operations 
finer, reports that 48% of the checks 
it cashed were $50 or less, 75% were 
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Stores and Trucks Cash Checks 


under $85, and 82% under $100. 
¢ Keeping It Honest—Even though 
most customers are long-time patrons, 
the exchanges have set up a number of 
safeguards against being bilked. Most 
exchanges require a bank’s O.K. by tele- 
phone on any checks above $200—often 
the limit they will handle—unless they 
are issued by one of Chicago’s big com- 
panies. 

The Exchange Assn. also has set 
up regular procedures for members to 
follow in checking identification. It 
has a special “fraud service,” which 
passes on to exchange operators infor- 
mation on bogus checks or money. 

“There’s one other way to, avoid 
trouble,” says one operator. “If a strange 
customer walks in, send him away.” 
¢ Financing—To cover their day-to-day 
operations, currency exchanges use their 
own funds. From time to time, the 
exchanges also can overdraw at their 
banks, at 4% interest. Since the ex- 
changes don’t often borrow, and since 
they can’t give the banks enough in 
deposits to compensate them for the 
mass of services they render, the banks’ 
service charges are steep. 

For example, a Chicago bank nor- 
mally charges 14¢ for each money order 
or check drawn on itself that is de- 
posited by a currency exchange, plus 
a +¢ additional charge for each deposit 
as a whole. Exchanges often make three 
of these a day. Banks also charge ex- 
changes a 3¢ premium for each roll of 
change purchased, and they are 
smacked with a 124¢ charge per $1,000 
of currency withdrawn and a 10¢ per 
$1,000 charge for currency returned to 
banks. In addition to all of this, ex- 
changes last year were hit with a 20% 
surcharge on the gross fees paid to the 
banks. 

But these rates are lower than they 
were in the past. In 1947, a group of 
exchanges banded together to buy 85% 
of the Lincoln National Bank, and 
brought about lower rates and uniform 
services. Now some 200 currency ex- 
changes use its facilities, but Lincoln 
National officials point out that their 
rates are approximately the same as all 
other banks. 


Running Into Competition 


Whatever their health now, the cur- 
rency exchanges are basically static in- 
stitutions, with little room for further 
growth. 

Since 1952, when their number 
climbed to more than 600, fewer than 
70 new exchanges have opened in Chi- 
cago. 

“The cream is pretty much off the 
top,” admits David Maslowsky, the 










28 ex 


largest chain operator, with 
changes. “Most of the good location 
are gone, and the state won't permit 
more than a certain number in any 
given population area. So about the 
only way to expand is to improve your 
services or buy out some one else.”’ 

¢ New Rivals—Their most serious new 
competition comes from supermarkets 
and department stores, which are step 
ping up their check-cashing activitic 
And they still have stiff competition 
from mobile units—armored cars that 
park outside factories, cashing work 
checks. The units are cutting int 
change business, particularly in indu 
trial sections, even though they 
barred from stationing themsc!l 
within four blocks of an establis! 
currency exchange. 

These mobile units (which als¢ 
back to 1931) are not considered ex 
changes although they have to abi 
by the same general rules. Since th 
offer no services besides check-cashing 
on a mass basis, their overhead is 
they can charge about 15¢ less th 
currency exchanges for check-cas! 
service. 
¢ Branch Banking—lew, if any, 
change operators say publicly th 
would be seriously hurt if Illinois shor 
pass a bill allowing branch banking. | 
the first time in 36 years, such a bill i 
now pending in the legislature. If 
passes the legislature, it has to be 
mitted to referendum. 

The bankers disagree. They feel if 
the bill passes, it would mean the end 
of a slew of exchanges. The measu 
would permit branch banking in Chi 
cago and a 15-mile zone circling th 
city and including the fastest-growing 
industrial and suburban areas—the rich 
est territory for financial institutions in 
Illinois. 

The bill has only a fair chance 
pass. The state’s two biggest banks 
First National Bank of Chicago and 
the Continental Illinois National Bank 
& Trust Co.—support it. They sa 
branch banking is a must if Chicago 
is to meet competition from othe: 
cities. 

However, the powerful Illinois Bank 
ers Assn., which has 932 members, the 
majority small banks, opposes it. It 
fears branch banking in Chicago as a 
possible wecge for statewide chain sys- 
tems. 

Even if branch banking goes through, 
few exchange operators doubt whether 
they'll be out of business. Jerome 
Levitt, president of the Chicago Cur- 
rency Exchange Assn., counters: “Even 
if branch vm. were allowed, bank 
ers wouldn’t pick the neighborhoods 
we serve.”” END 
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Rate— $10.15 per line ($5.08 per line for position wanted ads), minimum 2 lines. 
Allow 5 average words as line; count 3 words for box number. 


TO THE SOLUTION OF 


* 
Cc U es @ MANAGEMENT MEN’S PROBLEMS. 


Published weekly—closing 11 days prior issue date 














ADDRESS BOX NO. REPLIES TO: Bow No. 
Classified Adv. Div. of this publication. 
Send to office nearest you. 
NEW YORK 4: P. O. BOX 12 
CHICAGO 11: 520 N. Michigan Ave. 
SAN FRANCISCO 4: 68 Post St. 





POSITION VACANT 


Director Of Corporate Planning & Develop- 
ment: Medium-sized corporation, with 
ambitious acquisition and new product de- 
velopment program, seeking executive to 
organize, evaluate, and make contacts for 
acquisition of companies and new products. 
Profit planning will be part of responsibilities. 
Engineering and financial background with 
good administrative ability desired. Good 
future, attractive salary, plus executive bonus 
and stock purchase plan. Send resume to 
P-9780, Business Week. 


EMPLOYMENT SERVICE 


Florida Jobs, all kinds, entire state, hundreds 
listed. Write Fastway Service, Daytona 
Beach. 


POSITIONS WANTED 


Consultant will solve management problems, 
operate business to increase profits, sales. 
Lease-purchase or sale arranged. PW-9707, 
Business Week. Class. Adv. Div., 68 Post St., 
San Francisco, 4, Calif. 


Sr. Project Engineer, BME, MSME, 36, de- 
sires challenging, responsible position $11,- 
000. PW-9307, Business Week. 





Executive Assistant-BS, BA, Grad. Work. 
Budgets, accounting, contract liaison, train- 
ing, methods and procedures. Seeks respon- 
sibility and developmental opportunity. PW- 
9726, Business Week. 


Exp. Plant Mer. Profit minded. Finest con- 
tacts in food field-Chic. & N. Y. Working ar- 
rangement with option to buy into preferred. 
PW-9774, Business Week. 


Advertising, sales-promotion manager. Ex- 
perienced in following fields: hospital, medi- 
cal, chemical specialties, industrial sanita- 
tion, safety. Proven record working with sales 
department to build volume, reduce sales 
costs. PW-9723, Business Week. 





POSITIONS WANTED 


Retired USAF Lt. Colonel, 44, married, with 
logistics experience as plans and procedures 
analyst. Will travel, relocate, prefer south- 
west U. S. PW-9724, Business Week. 


Canadian planning and purchasing executive 
wishes contact American company desirous 
establishing Canadian subsidiary. PW-9797, 
Business Week. 


CONTRACT MANUFACTURING 

A modern, 100-man capacity, manufacturing 
company is seeking your product or original 
equipment to immediately manufacture on a 
contract basis. Products produced include: 
Packaging Machinery—Valves—Photographic 
Processing—Lubrication and Hospital Equip- 
ment. (Facilities Brochure available) Wire, 
Write or Phone: Franklin Machine Company, 
120 Academy Street, Newark 2, New Jersey. 
MArket 2-5187. 





Growth-minded management desiring new 
ideas, exclusive mafkets, technological break- 
throughs. Avoid present high research costs. 
Available tp responsible company officials 100 
copies bulletin on newest pioneering tech- 
nique “‘Pre-Research’’. Gorham Laboratortfes, 
Inc., Gorham, Maine. 


BUSINESS OPPORTUNITIES 


The Truth—If you are a $5,000-to-$20,000 
investor you should have our free folder 
“What Is A Royalty” for higher monthly in- 
come than is possible elsewhere. Address BW 
Operator, Room 724, Cooper Bldg., Denver 2, 
Colorado. 


Will Buy Idea-invention or small business. 
P. O. Box 31 Greenfield, Ohio. 


CAPITAL TO .INVEST 


Commercial and Real Estate Financing. ist & 
2nd Mortgages, Construction Loans, Chattel 
Loans on Machinery, Equipment, Fixtures & 
Inventory, Sales & Leaseback. Present Fi- 
nancing Consolidated and increased. Pay- 
ments Reduced. Receivable Discounting, 
Re-discounting and installment financing. 
Long-Term Subordinated Note and Debenture 
Financing. New Ventures Financed. Promo- 
tional Financing. U. S. & Canada. Sy Field 
Co., 60 E. 42nd St., N. Y. 17, N. Y. WI 
7-7395. 











Gates Acoustinet Model EF-3170 used with 
NCR 31 kills machine noise at its source. 





i] 
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When you need Building Materials, 
your “market-place” is BUSINESS 
WEEK. For 19 years, BUSINESS 
WEEK has led all management and 
news magazines in Building Mate- 
rials advertising. Source: Publish- 
ers Information Bureau. 












More Merging 


Two more New York City 
Trust 


and Bankers Trust—want to 


banks—Manufacturers 


join the merger trend. 


Che tooth-and-nail competitive strug- 
gle between New York City’s banks is 
getting hotter. 

Last week, Manufacturers Trust Co. 
and Bankers Trust Co., the fourth and 
seventh largest in the nation respec- 
tively, confirmed that they were hold- 
ing merger talks. Their move follows 
swiftly on the news that J. P. Morgan 
& Co. and Guaranty Trust Ce plan to 
consolidate into’ a giant new “whole- 
sale” bank (BW—Dec.20’58,p23). 
¢ Retail Giant—If the Manufacturers- 
Bankers merger, goes through the end 
product would be a “retail” giant, the 
fourth largest bank in the nation, with 
deposits of more than $6-billion, capital 
funds of $492-million, and _ perhaps 
150 branches—far and away the largest 
number for any New York bank. 

The latest merger was triggered by the 
Morgan-Guaranty move, but it is not 
aimed primarily at combatting that 
proposed institution. Morgan-Guar 
anty’s business would be exclusively 
wholesale, while Manufacturers-Bankers 
would be heavily retail. The real reason 
for the latest merger is the fact that 
New York banks have steadily been 
losing their share of the nation’s bank 
deposits to out-of-town banks, and, in 
turn, they have been fighting harder 
among themselves for the dwindling 
business that remains. One way to gain 
competitive strength is to merge. 
¢ Inducements—There are other ob- 
vious advantages in the merger, al- 
though it’s generally conceded that the 
wedding is not nearly so “natural” as 
the Morgan-Guaranty consolidation, in 
which a bank strong on management 
wants to wed a bank strong on capital 
The two banks complement each other 
nicely in capital and services. 

Manufacturers, with a relatively smal! 
trust department, will benefit from 
Bankers’ trust operation, one of the 
biggest and best in the field. Bankers, 
in turn, will get a big push in its long- 
term program to move into the retail 
field, because Manufacturers has 114 
branches. Both of the banks will bene- 
fit from increased capital funds, which 
will allow them to compete more effec- 
tively. 

The big shadow over the merger 
proposals is the question of what the 
regulatory authorities will do. As yet 
there have been no official pronounce- 
ments from either federal or state 
agencies. END 
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Agency—Robert Co., Inc. 

WAUSAU PAPER MILLS CO. ............. 127 
Agency—Waldie & Briggs, Inc. 

WESTERN RUBBER CO.......... 60-600 ccnee 118 
Agency—Muir Adv. 

WeeLe egvenee & LOAN ASSN........... 116 

Agency—Davis, Johnson, Anderson & 

c olombatto, Ino. 

VRRLSW TRAST sipesccccesccvcccccscces 6 
Agency—MacDonald Cook Co. 

ZIPPS BPG. GB. ...00 08 rece ssgccecccccees 114 
Agency—Ogilvy, Benson & Mather, Inc. 





ADVERTISING SALES STAFF 


eee Goeertisine Sales ~ pond 
John P, Taylor—Chica, 
Eastern Agvatietes Sales anne 
C. C. Randolph—New York 


Atianta 3.... las C, Billian, 134 Peachtree 8t., 
N. W. Jackson 3-6951 
rrr a Sanger, Park Square Bidg., 


Chicago 11....Herbert M. Higgins, William F. Hol- 
brook, James E. McShane, Robert Sidur, 520 


‘aughn Bidg.. 
Patten, Mile High Center, 
1740 Broadway, Alpine 5-2981 
Detroit 26....G. Robert Gewese Richard J. Mo- 
Gurk, Penobscot Bldg., Woodward 2-i793 
L. Blessing, 1125 West 


5450 

oe id E. Choate, Fred R. Emer- 
son, John H. Glover, John F. Juraschek, Francis 
F. Bruce A. McNaughton. Al T. 
be) John H. Stevenson, 500 Sth Ave., Oxford 


Philadel 3....R. Bernard Alexander, bw 
Six Penn Center Plaza, Locust 8 
roh 22... Sohn Th Themes, Oliver Bids. 
Express 1-1314 
Louis 8...John F. Boomer, Continental Bidg., 
3615 Olive Ly Seiforson 5- 
-».- John W. 68 Post St., 


Toe 95 E Somat Bt, Landon "i C4 
_ t 2m 


Prantesr. roe 
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THE TREND 





Inflation in a Different Perspective 


Though prices have been stable since last spring, 
the country buzzes with worried talk about infla- 
tion and its dangers for the American economy. 
But we urgently need some perspective on this infla- 
tion problem. Just how much inflation have we been 
suffering—compared to other nations, or to earlier 
periods in our own history? 

You can find some enlightenment on these ques- 
tions in the President’s Economic Report (BW— 
Jan.24’59,p25), in which a special appendix on prices 
notes: “In fact, the average change in United States 
prices between 1953 and 1957 was somewhat less 
than the change in many Western European coun- 
tries, though nearly as much as in Germany and 
Italy.” Nearly as much as in Germany, mind you, 
—rock-solid, hard-money Germany that has often 
been held up as the model of economic deportment 
in the postwar years. The Economic Report then 
presents a statistical table that shows that ali items 
in the U.S. consumer price index rose 5% from 
1953 to 1957, or about 1.2% per annum, while Ger- 
man consumer prices in the same period increased 
about 6%. Meanwhile, Italian consumer prices 
rose 10%, Norwegian prices rose 12%, British 
prices rose 16%—or more than treble our own. 

But perhaps this period, 1953-57, was a fluke, 
because it followed Korea. The price drop after 
Korea certainly helped some. But note these cal- 
culations of Alvin Hansen, emeritus professor of 
political economy at Harvard: During the decade 
just past, wholesale prices increased at a compound 
rate of 14% % per year, consumer prices at a rate of 
1%4% per year. In contrast, Hansen notes, in 
the 16 years of peacetime prosperity from 1897 to 
1913, prices rose at a much faster compound rate 
per annum—2%44%. And during the six decades 
from 1897 to 1957, the per annum rate of increase 
of prices was 243%. There was a big jump when 
we lifted price controls after World War II and 
let the suppressed inflation work itself out. Since 
then, we have done better than the average of the 
years since 1897. 


How to Judge the Schools 


Through all the clamor about what is and isn’t 
wrong with U.S. education, one quietly authorita- 
tive voice managed to make itself heard this week. 
Dr. James B. Conant, former president of Harvard, 
has just finished the first stage of a careful study 
of the American public high school. His findings 
are published in a short book, The American High 
School Today (page 125). 

Conant’s may not be the divinely inspired, still, 
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small voice of calm, but it is a voice that makes a 
great deal of sense. As an educator who is used 
to excellence, he is as much concerned with identi- 
fying what is good in the U.S. schools as in decrying 
what is bad. Basically, he thinks, American educa- 
tion is on the right track. It needs to toughen 
up, to demand more of its good students, to put 
more of a premium on scholarship. It does not 
need to abandon its fundamental principles and 
make itself into a carbon copy of the British system, 
or the Russian. 

We hope that the standards that Conant sets 
up for judging the quality of education offered by a 
particular school will get wide recognition. And 
we also hope that the cool, reasonable tone of his 
study will set a standard for all future discussion 
of U.S. schools. 


The New Giant 


In the burgeoning growth of private pension 
funds (page 88) we have almost a textbook example 
of how a major financial institution can grow up 
in response to social needs, in this case workers’ 
desire for security in old age. 

This growth is also a signpost showing that the 
United States has reached the point where it is 
rich enough to provide really adequate retirement 
pay for many of its older workers. 

Today, pension funds have grown into a financial 
giant; their assets already total $33-billion, a figure 
that is expected to reach $77-billion by 1965. 

These pension funds already wield sizable influ- 
ence on the economy, especially the stock market 
and other capital markets. Yet, their growth has 
been so fast and hodgepodge in form that manage- 
ment, the lawmakers, and the courts are just now 
facing up to the many problems they pose. 

There are many questions to be raised about 
the impact of pension fund buying on stock prices 
and the influence on traditional savings and invest- 
ment patterns. There are also questions to be 
raised about the need for regulations to ensure 
that pension funds are adequately safeguarded and 
properly audited. For while most major financial 
institutions—like banks and insurance companies— 
live in a well-regulated goldfish bowl, pension funds, 
for the most part, do not. 

This situation is bound to change. But it is 
an area where regulation and new laws should not 
come until a great deal of study and research is 
done. It’s only after this sort of study and research 
that we can draw up the kind of reasonable and 
workable regulations that will be needed. 
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| rccgpeenenaape a world of goods on the way 
to you—corrugated boxes are bumped, 
squeezed, twisted and tumbled. But the 
paperboard is made so tough, so rigid, that 
almost everything from boats to bottles is 
safely packed within it. 

One of the world’s largest producers of 
paperboard is a machine in the Jacksonville, 
Florida mill of the St. Regis Paper Company. 
Longer than a football field, it depends on 
thousands of lubricated parts for continuous 
operation. Water, heat and extreme pressures 
are constant threats. 


ST. REGIS PAPER COMPANY keeps one of the largest machines 
of its kind operating efficiently with the help of Shell Research. 


How to protect a world on the move 


Before installing this giant paper machine, 
St. Regis consulted with Shell engineers who 
had helped to solve lubrication problems at 
the mill for many years. The recommended 
oils and greases were applied, and have pro- 
vided trouble-free performance since the day 
of installation. 


Finding better ways to keep machines 
running smoothly is another example of the 
way Shell Research works to bring you more 
for your money in every product you buy 
under the Shell name and trademark. 
©1959, SHELL Olt MPANY 


Leaders in Industry rely on Shel// Industrial Products 
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CONVAIR'S 8-58 HUSTLER and CONVAIR'S ATLAS ICBM 


PARTNERS FOR PEACE... manned and unmanned! 


Long range planning of yesterday by the U. S. Air Force is taking shape today in manned and unmanned 
weapons systems such as Convair’s B-58 Hustler—our first supersonic bomber; and Convair’s Atlas—the 
free world’s first Intercontinental Ballistic Missile! In utilizing the outstanding features of both systems, 
this unmatched combination offers the Air Force maximum flexibility in carrying out its Strategic Mission. 
These partners for peace, both manned and unmanned, integrated into a single instrument of defense, play 
a vital role in keeping the free world free! 


CONVAIR 
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